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BEFORE THE
I LLINO S COMVERCE COWM SSI ON

IN THE MATTER CF:
COMMONVWEALTH EDI SON  COVPANY
Petition for approval of a
revi sed deconm ssi oni ng

expense adj ustnent rider.
Chicago, Illinois

)
))
) No. 00-0361
)
)
)

August 28, 2000
Met pursuant to notice at 9:30 a.m
BEFCRE:

MR PHILLIP CASEY and MR TERRY H LLI ARD,

Adm ni strative Law Judges

APPEARANCES:

HOPKI NS & SUTTER
MR PAUL HANZLI K and
MR ROBERT FELDMEI ER
MR JOHN ROCGERS
Three First National Plaza, Suite 4100
Chicago, Illinois
Appearing for Commonweal t h Edi son;
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APPEARANCES  ( Cont i nued)

MR R LAWRENCE WARREN and

MR MARK KAM NSKI

100 West Randol ph Street

Chicago, Illinois 60601
Appearing for People of the State of
[11inois;

MR JOHN C. FEELEY and
MR STEVEN REVETHI S
160 North LaSalle Street, Suite C-800
Chicago, Illinois 60601
Appearing for staff;

MB. LElI JUANA DOSS
MR M TCHELL LEVIN and
M5. MARI E SPI CUZZA
69 West Washington Street, Suite 700
Chicago, Illinois
Appearing for People of Cook County;

MR CONRAD R REDDI CK and
MR RONALD D. JOLLY
30 North LaSalle Street, Suite 900
Chicago, Illinois 60602
Appearing for Gty of Chicago;

MR DANI EL ROSENBLUM
35 East Wacker Drive, Suite 1300
Chicago, Illinois 60601
Appearing for Environnental Law and
Policy Center;

Pl PER, MARBURY, RUDN CK & WOLFE
MR CHRI STOPHER TOANSEND
MR DAVID |. FEIN
203 North LaSalle Street, Suite 1800
Chicago, Illinois 60601
Appearing for Cl TGO Petrol eum

Ceneral MIls, Inc., RR Donnelley &

Sons Conpany and the Metropolitan
Chi cago Heal t hcare Counci |
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APPEARANCES ( Cont ' d)

LUEDERS, RCBERTSON & KONZEN
MR ERI C RCBERTSON
P. 0. Box 735

1939 Del nar
Ganite Cty, Illinois 62040
Appearing for Illinois Industrial
Ener gy

Consul ters;

MS. KAREN NORI NGTON
208 South LaSalle Street, Suite 1760
Chicago, Illinois 60604

Appearing for Ctizens Uility Board.

SULLI VAN REPORTI NG COVPANY, by
Kristin C.  Brajkovich, CSR

M chael R Urbanski, CSR

St even Stefani k, CSR
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Wt nesses:

Thayer

Cal | an

Ef f ron

Berdel | e

Nunber
Com- ed
13

9 & 14

I NDEX

D rect Cross

768 772
775

Re - Re- By
direct cross Judge

778 781 783

786 790
817
837
852
855
857
861

877
937

946
950
1026
1057
1063
1088
1111

EXHI BI

For

Identification

pg 771

pg 790

860

862
869
874

944

1114
1130
1134
1139
1140
1142

TS

| nEvi dence
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Il EC

16

Com-ed

9 & 14
Cross

16

Peopl es
1.0 & 2.0
1.0 & 2.0
Cross

17

18

19

20

21 & 22
Coned

17 - 23
2,6 &8
2,6 &8
part of 14
Cross

24

P9

P9

P9
P9
P9
P9

P9

868

876

898

903

919

927

946

pg 1077

P9

P9

P9

P9

P9

875

876

881

892

943

pg 950

P9

950
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25

25 & 26

pg 1091

pg 1106
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(Wher eupon, Edi son Exhi bit
Nos. 9 and 13 were
marked for identification
as of this date.)

JUDGE CASEY: Pursuant to the authority and
direction of the Illinois Conmerce Conmmi ssion, we
now cal | Docket No. 00-0361, Commonweal th Edi son
Conpany in its petition for approval of a
revi si on of decomm ssi oni ng expense adj ust nent
rider to take effect on transfer of Contd
generating stations.

May | have the appearances for the
record, please.
MR HANZLI K= Paul Hanzlik, John Rogers,
and Bob Fel dnei er appearing for Commonweal t h
Edi son Conpany.

MR REVETH S: Steven G Revethis and John
C. Feeley, Staff counsel appearing on behal f of
the Staff of the Illinois Comrerce Conmi ssion,
M. Exam ners.

MR, TOANSEND: On behalf of Chicago Area

I ndustrial and Healthcare Coalition, the law firm
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of Piper, Marbury, Rudnick & Wl fe by Christopher J.
Townsend and Daivd |. Fein.

MR JOLLY: On behalf of the Gty of Chicago,
Ronald D. Jolly and Conrad R Reddi ck.

MR WARREN: R Lawence Warren and Mark G
Kam nski of the Attorney CGeneral's O fice on behalf
of the People of the State of Illinois.

MR LEVIN. Mtchell Levin and Leijuana Doss,
Cook County State's Attorney's Ofice.

MR ROBERTSON  Eric Robertson, Lueders,
Robertson & Konzen on behalf of the Illinois
I ndustrial Energy Consumers.

MR ROSENBLUM  Dani el Rosenbl um Environnental
Law & Policy Center for the Environnental Law &
Policy Center.

M5. NORINGTON: Karin M Norington for the
Ctizens Uility Board.

JUDGE CASEY: Let the record reflect that ther e
are no further appearances. This matter has been
continued fromFriday evening for hearing today. It
is my understanding that the line-up of w tnesses

today is M. Thayer, Callan, Effron, and Berdelle;
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is that correct.

VR FELDMEIER  That is correct.

JUDGE CASEY: Pursuant to the request of the
Heari ng Examiners, if any parties objected to the
testinmony of a witness, we requested that they file
witten notions. And it is -- we received by hand
delivery this nmorning a notion of the C TGO
Petrol eum and General MIIs, Metropolitan Chicago
Heal t hcare Council, and R R donnelly & Conpany.

It is a notion to strike the rebuttal
testinmony of Comonweal th Edi son witness Jay Thayer.
M. Feldneier, have you received a copy of that
not i on.

MR, FELDMEIER | was handed a copy of the notion
this nmorning when | arrived, M. Hearing Exam ner.

JUDGE CASEY: Are you prepared to respond to that
not i on.

MR FELDMEIER  Yes, we are.

JUDGE CASEY: M. Townsend, we have read the
moti on, so unless you have anything specifically in
addition to add to it.

MR TOMNSEND: At this point we will allow the
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nmotion to stand for itself.

JUDGE CASEY: M. Feldneier, would you care to
respond?

MR, FELDMEIER  As | understand the notion, given
the imted opportunity | have had to reviewit, it
seens |like the gist of the nmotionis this is
i mproper rebuttal testinony and that it does not
respond to any issues raised in the direct testinony
of Staff and intervenors and that it is actually --
I think they use the termadditional direct
testinony being submtted by Edison. W would
di sagr ee.

Wtness Riley on behalf of the Staff and
Wtness Stephens and ot her witnesses have called
into question whether site restoration or
non-radi ol ogi cal decomm ssioning will be performed
at ConEd' s nucl ear stations.

M. Thayer responds to that convention
and di scusses his experience in performnng
non-radi ol ogi cal decommi ssi oni ng and di scusses why
t he Conm ssion does have assurance that work will be

performed. It is directly responsive to direct
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testinmony of Staff and intervenors and is proper
rebutt al

MR FEIN. While the testinmony and the subject
matter of the testinmony of M. Thayer's rebutta
testi nony addresses a concept non-radi ol ogi cal
deconmi ssi oni ng that has been addressed by a couple
of witnesses in this proceeding, there is no reason
why if the conpany believed that this evidence was
relevant that it was not filed during the direct
phase of the proceeding.

M. Thayer provides exanples of his
experience in a couple of projects where
non-r adi ol ogi cal deconmm ssi oning occurred. That is
simply direct testinony that parties have now been
prej udi ced because they have not had an opportunity
to respond to that testinony, and, therefore, we
request that portions of
M. Thayer's testinony that address -- that don't
address any direct testinony of any other w tness be
stricken.

We are not seeking to strike the entire

pi ece of testinony, just the portions that are
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referenced in the motion. Specifically,
page 2, line 34, through page 8, line 10.

MR, FELDMEI ER Edison did put in testinony about
site restoration in its direct case. It put in M.
LaCGuardi a's cost study.

The issue was -- becane the focal point
of several pieces of testinony by both the Staff and
intervenors. Because the issue had becone one of
the primary points t hat was addressed in the case,
we decided to raise it and to respond to it and give
it the attention that it deserved through M.
Thayer's testinony.

And that is why the testinmny was
submitted as rebuttal testinony and not as direct.

I mght also add, M. Thayer al so
testified in the 1999 case concerning his
experiences that ar e discussed in his testinmony
here. That material is in the record in that case.
It has been -- notice of it has been taken

This testinony includes simlar testinony
and also directly responds. Including it in the

record here does not prejudice any of the parties
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and is actually useful for the Comm ssion because
they have M. Thayer's experience before themin
response to the Staff and intervenor contentions.

MR FEIN. Brief reply. That testinmony m ght
have been properly presented in the '99 case, but
here the conpany does not even make a passing
reference to any other witness' testinmony. | think
the key portion is where he describes the purpos e of
his testinony, to discuss the appropriateness of
non-radi ol ogi cal decomm ssioning as a conponent of
nucl ear station deconm ssioning. That is direct
testinmony, that is dir ect evidence. That statenent
can't be any clearer

MR WARREN:  Your Honor, could | be heard for a
monent on this. W will joinin their nmotion to
strike that portion of the testimony, and | would
like to point out to the Hearing Exam ners that in a
1991 docket, case this Commi ssion, as part of their
order and their findings, they struck sone rebutta
testinony as not being proper rebuttal testinony and
they gave this reasoning in their finding: This

testinony does not pertain to subject matter
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addressed by UE Wtness Bess (phonetic) and there is
no showi ng that this testinony by M. Harban
(phonetic) could not reasonably have been presented
as direct testinony.

And that is in Docket No. 91-0522.

JUDGE CASEY: All right. You have an opportunity
to respond.

MR, ROSENBLUM  Excuse ne. My | be heard,
pl ease.

JUDGE CASEY: Sure.

MR, ROSENBLUM | would like to speak in
opposition to the notion. The testinony is very
inmportant to respond to the issue that was, in fact,
rai sed by various parties which suggested strongly
that site restoration would not take place.

M. Thayer has given good reasons the
Conmi ssi on shoul d know about as to why site
restoration will take place and why it is very
important to have funding for the site restoration.
| support the inclusion of the evidence in the
record

MR LEVIN. Mtchell Levin. First of all, we
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woul d support the notion, but | just want to point
out that nost of this testinmony is a repeat from M.
Thayer's testinmony in the docket in '99, and | think
that is -- that the Conmission has taken
adm ni strative notice of that testi nony and that has
al ready been admtted. But for the reasons already
stated, we woul d support the notion

JUDGE CASEY: M. Feldneier

MR, FELDMEIER If | could just respond very
briefly. A point was nmade that no reference is nmade
to the testinony of Staff and intervenor w tnesses
in the portion of the testinmony that is the subject
of the noti on.

I would note that on page 8 there is a
section responding to Staff and intervenor testinony
where M. Thayer does refer to specific itens of
testimony and states his conclusions. The portion
of his testinony that is subject to the notion is
really his basis for reaching these conclusions and
the foundation for the conclusions, so it is
appropriate for himto have testified as to his

experiences in those sections to give foundation for
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the conclusions that he wants to give the
Conmi ssi on.

MR FEIN As a final reply, his testinony does
not state that that is the basis for his
conclusions. That is sinply a m sstatenent of what
is stated in the witness' testinony, and counse
correctly notes that page 8 is the only reference to
Staff and intervenor testinony and that portion of
his testinony we are not seeking to strike.

MR, FELDMEI ER Examiner, very briefly, if | can
just be heard one |ast tine.

JUDGE CASEY: One last tinme. Co ahead.

MR, FELDMEIER On page 2 M. Thayer indicates
that the purpose of his testinmony is to respond --
and | amreading off lines 44 through 46 -- respond
to the testinony that has been submitted in this
case which states that there is no assurance that
site restoration work will be perfornmed at Conkd' s
nucl ear stations.

The portions of the testinony that foll ow
that is the subject of the motion, is that response.

It is the basis of his understanding why this work
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will be performed. It is perfectly proper rebutta
testi nony.

JUDGE CASEY: kay. The notion to strike the
rebuttal testinony of Edison Wtness Jay K Thayer
more specifically the testi nony begi nning on page 2,
line 34, through page 8, line 10, will be denied

M. Feldneier, are you ready to proceed?

MR JOLLY: Before we nove on, there was one
other witness scheduling matter that I wanted to
discuss. On Friday, late Friday and on Saturday by
Fed Ex, | received -- as we discussed | ast week, the
Gty and CUB had requested docunents concer ni ng
certain board neetings that Commonweal th Edi son had
regarding life extensions, and there were certain
docunents that had been redacted within those sets
of papers.

And on Friday we requested unredacted
copies of certain of those pages, and on Friday
ni ght and on Saturday, Edison provided us unredacted
copi es of those pages. Sonme of those pages are
charts that were apparently nade that are taken from

slides that were in color, and as a result, these
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pages really are not that understandable. You know,
in black and white the colors just don't show up, so
we don't understand the charts.
So | had a conversation with

M. Feldneier and M. Hanzlik this norning, and they
are amenabl e to havi ng any cross -exam nation of M.
Berdel | e concerni ng those docunents that the parties
who have cross-exam nation of those docunents, that
that cross-exam nation take part tonorrow and that
any ot her parties who have cross -exam nation of M.
Berdel | e concerning other areas that do not involve
those charts, that they would cross exam ne M.
Ber del | e t oday.

VMR TOMSEND: Li kewi se, M. Exam ner, we
recei ved copies of those on |late Friday, by
messenger on Saturday. Qur expert witness is
attenpting to take a | ook at those to assist us with
cross-exam nation, and we certainly appreciate
Edi son's agreenent to carry
M. Berdelle over until tonorrow in order to allow
us to fully cross-exan ne him

MR HANZLIK: If -- and we can do this off the
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record later. If you just indicate which charts
that you are having trouble reading just so | can
get the specific information for you, | would
appreciate it.

VMR FELDMEIER  Just also for the record, the
materials that we provided to opposing counsel are
the materials that we have. W don't have the
colored charts in our possession at that time, and
we do not know whether they exist at this point. So
we have no assurance that we will be able to obtain
those materials for cross-exam nation

MR JOLLY: Well, even if they can't provide
them as long as we can talk to M. Berdelle. They
are actually taken froma presentation made by M.
McDonal d, to have sonebody explain to us what the --

JUDGE CASEY: Is this explanation going to take
pl ace off the record.

MR JOLLY: That is what we would prefer. |
woul d rather not cross-exam ne himand ask him
questi ons.

JUDGE CASEY: So | got this right, are we going

to have cross-examnation at all for
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M. Berdelle today?

MR HANZLIK:  Yes. It is just this limted area
that we are reserving until tonmorrow, but | wll
talk with M. Berdelle and when he cones in this
aft ernoon, he can answer the questions that they
have off the record

JUDGE CASEY: kay. |Is there anything el se
bef ore we begin testinony?

M. Thayer.
(Wtness sworn.)
JUDGE CASEY: M. Feldneier, proceed.

JAY K. THAYER,
called as a witness herein, having been first duly
sworn, was examined and testified as foll ows:

DI RECT EXAM NATI ON

BY

MR FELDVEI ER:

Q M. Thayer, could you state your full name
and spell it for the benefit of the court reporter?

A My nane is Jay K Thayer, T-h-a-y-e-r.

Q M. Thayer, you have before you a copy of a

docunent that has been marked Edi son Exhibit No. 13.
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It consists of eight printed pages of questions and
answers, an Exhibit A that consists of your resume
and an Exhibit B that consists of 19 photographs.

Is this the rebuttal testinmony that you
have prepared for Commonweal t h Edi son Conpany in
this case?

A Yes, that's correct.

Q And do you have any changes that you woul d
like to nake to your rebuttal testinony since it has
been circulated to the parties?

A Yes, | do. On page 1, ny business address
has changed. | believe it is reflected accurately
in the copy that has been distributed this norning,
and on Attachnent B, the photographs that you
referred to, photographs 10 through 19 were
previously provided as bl ack and white copi es.
Those have been updated in the nost recent copy and
are provided in color for additional clarity.

Q M. Thayer, if | were to ask you the same
questions that are contained on pages 1 through 8 of
Edi son Exhibit 13 this norning, would you give the

sane answers that are indicated in the docunment
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before you?

A Yes, |

woul d.

Q And is Exhibit A in the docunment before you

the correct copy of

in support of your rebuttal

A Yes, it

Q  And, fi

is.

nal ly,

the Exhibit A that you submtted

testi nmony?

are the photographs attached

as Exhibit B correct copies of the photographs that

you al so submitted in support of your rebuttal

testi nmony?

A Yes, they are.

Q Wth that,

testinmony from M. Thayer.

we woul d have no further

direct

W woul d nove for the

adm ssion of Edison Exhibit 13 along with exhibits A

and B and nake M. Thayer available for

Cross-examnm nati

on?

MR, ROBERTSON: M. Thayer spoke so softly I

didn't hear the changes he nade.

JUDGE CASEY: He changed his address and he

provi ded col or photographs. That

subst ance.

THE W TNESS:

Yes.

isit

in
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JUDGE CASEY: M. Feldneier, please doubl e -check
to make sure that mcrophone is working okay. M.
Thayer, please try to speak into that nicrophone
because we have peopl e throughout the roomt hat
really want to hear what you have to say.
JUDGE HI LLI ARD: Before we start, could we have
an estimate for tine for cross-exam nation?
MR REVETH S: Staff has no cross.
MR FEIN  Five minutes.
JUDGE HI LLI ARD: Anybody el se?
MR KAM NSKI: AG nmaybe five mnutes, ten
m nut es.
VR ROBERTSON:  Five, ten mnutes.
JUDGE HI LLI ARD: Anybody el se? GCkay. Wo wants
to go first?
JUDGE CASEY: Well, the prefiled -- or the
prepared testinony will be admtted.
(Wher eupon, Edi son
Exhi bit No. 13 was
mar ked for identification
as of this date.)

JUDGE CASEY: M. Fein, do you want to proceed?
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MR FEIN.  Thank you.
CRCSS - EXAM NATI ON
BY
MR FEI'N

Q CGood norning, M. Thayer.

A CGood norni ng.

Q Is it correct that current Nucl ear
Regul at ory Commi ssion regul ations do not require
| icensees to remove non-radiol ogical structures and
conponent s?

A That is correct.

Q Now, on page 4 of your testinony, on ny copy
it isline -- your answer that begins on line 12,
you reference deconmi ssioning plans. Do you see
that reference there?

A Yes.

Q The deconmi ssi oning plans that you refer to,
is it correct that the actual decomm ssioning plans
are devel oped post - shutdown of a nucl ear plant?

A In ny experience, there is a deconm ssioning
pl an pre-shutdown whi ch describes in general the

deconmi ssi oni ng sequence which will take place.

774



10

11

12

13

14

15

16

17

18

19

20

21

22

And, again, there is a nore detailed plan which is
devel oped once the unit is shut down and
deconmi ssi oni ng becones a near termreality.

Q And that nore formal or detailed plan that
you nentioned, that is sonething that is required by
Nucl ear Regul at ory Conmi ssi on deconmi ssi oni ng rul es
and regul ati ons?

A Yes, it is. It is formally call the
post - shut down deconmi ssioning activities report,
PSDAR i n regul ati on.

Q Have you conducted any study or analysis for
submi ssion in this proceedi ng whet her Cormmonweal t h
Edi son has any plans for a conbi ned-cycle generating
facility on any of its nuclear sites?

A No, | haven't.

Q Have you perforned a study or analysis for
submi ssion to the Commi ssion in this proceeding that
non-radi ol ogi cal decommi ssioning will be perforned
by Conmmonweal th Edi son at all of its nuclear
stations?

A I"msorry. Wuld you repeat the first part

of that.
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Q Sure. Have you perfornmed a study or
anal ysis that you have subnmitted to the Comm ssion
in this proceeding that non-radiol ogi cal
deconmi ssioning will be performed by Commonweal th
Edi son at all of its nuclear stations?

A No, | haven't.

Q And at this time, you have not submtted to
the Conmi ssion a decomm ssioning plan specifically
detailing the planned non-radiol ogical or site
restoration plans for any of Commonweal t h Edi son's
nucl ear stations?

A No, | haven't.

MR FEIN.  Nothing further.

JUDGE HI LLI ARD: AG

JUDGE CASEY: M. Thayer, while the Attorney
Ceneral is getting ready, M. Fein asked you if
there was an NRC requirenment for a post -shutdown
plan for site restoration and you indicated, yes,
there was. |s that accurate?

THE WTNESS: No, | don't -- he asked ne if there
was a post - shutdown requi renent on the

deconmi ssioning plan, and | answer yes to that.
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| did not nean to infer that there was a
post - shutdown requirement for a site restoration
plan. Was that clear?

MR FEIN:  Yes.

JUDGE CASEY: Al right.

CRCSS - EXAM NATI ON
BY
MR KAM NSKI :

Q Hello, M. Thayer. Mark Kam nski for the
Attorney Ceneral's Ofice. | have a couple
questions for you.

You testify on page 4 of your direct that
renmoval of radioactive and hazardous materials from
buil dings and structures is a destructive process,
correct?

A That's correct.

Q And on page 8, line 20, you base this on
your experience of decomm ssioning the Yankee plants
on the East Coast, correct?

A That is correct.

Q Have you devel oped any studies concerning

non-radi ol ogi cal decomm ssi oning of nucl ear plants
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for Illinois?
A No, | have not.
Q Have you inspected any Illinois nuclear

pl ants for decomm ssi oni ng purposes?

A Yes, | have.
Q Did those include -- and have you
done -- in those inspections, did you do any studies

regardi ng the destructive process that woul d be
i nvol ved in site deconmm ssioning? What | nean by
that is the site restoration

A The inspections that | perforned of the
Il'linois units were, No. 1 at Zion, and No. 2 at
Dresden station. And the purposes of those
i nspections was to draw correl ati ons between
deconmi ssioning practices that | amfamliar wth,
i ncl udi ng radi ol ogi cal decommi ssi oni ng and i ncl udi ng
site restoration to see if there was anythi ng uni que
or different about the Illinois units, those two
Illinois units that would invalidate nmy assunptions
and ny experience base regardi ng deconmi ssi oni ng and
site restoration of nuclear plants in other parts of

the country.
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Q Thank you. The destruction that you
testified regarding in the Yankee plants, did you
see that kind of destruction in the Illinois plants?

A No, because decommi ssioning has not
proceeded to the extent that we have taken
deconmi ssioning in the Yankee plants that | have
referred to.

Q Thank you. So you really can't tell how
much destruction is going to be involved until it is
actual ly done, correct?

A No, that is not correct. The t echnol ogy for
deconmi ssioning, the practices enployed for materia
renoval, commodity renmpval in power plants is pretty
much a standard technology. It is used in the
commer ci al nucl ear power plants. It is used by the
Departnent of Defense in their nuclear
deconmissioning. It is used by the Departmnent of
Energy. It is used by universities, test reactors,
the United States Navy. The methods and
t echnol ogi es enpl oyed for nucl ear decommi ssi oni ng
are not unique to the commercial nucl ear power

i ndustry.
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Q Let's tal k about technol ogy. Do you know
whet her any new deconmi ssi oni ng technol ogy will be
devel oped in the next 30 years?

A Not specifically, no.

Q And you don't know whet her these new
technol ogi es woul d be nore or |less destructive in
their extraction of the radiol ogical material s?

A I can only use ny database in the |ast eight
to ten years and the devel opnent of technol ogy
si nce.

Q So you don't know?

A Not specifically, no.

Q Thank you. No further questions.

CRCSS - EXAM NATI ON
BY
MR, ROBERTSON:

Q CGood norning, M. Thayer.

A Good nor ni ng.

Q My nane is Eric Robertson. | represent the
Illinois Industrial Energy Consuners.

I would like to reference page 7, lines

10 through 11 of your testinmony. Do you know of any
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conbi ned-cycl e plants that you have been constructed
on unused portions of nuclear sites to date?
A Actual |l y constructed, no.
Q Do you know of any that are being pl anned?
A Pl anned from -- | know of feasibility
studies. O actual construction plans, no, | don't.
Q VWhat is the basis for your statenment here?
A The basis for nmy statenent there is the
di scussi on above of two studies that | was invol ved
in where a nuclear plant was reviewed for reuse in a
possi bl e power generation scenari o.
Q Now, you al so discuss the Connecti cut
Yankee, Maine Yankee, and Yankee Rowe
deconmi ssioning projects; is that correct?
A That's correct.
Q Are any of those conpl et ed?
A No, they are not.
Q VWho had jurisdiction over the

deconmi ssioning of those plants, other than the NRC?

A By jurisdiction you nmean regul atory bodi es?
Q Yes.
A The Environmental Protection Agency Region 1
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has been involved. For the plant that | am nost
famliar with in Massachusetts, the Massachusetts
Departnment of Environnental Protection, the
Massachusetts Departnment of Labor and Industries,
the Massachusetts Departnent of Public Health, the
Massachusetts Attorney Ceneral's O fice, were the
primary agencies that we interfaced with in that
deconmi ssi oni ng proj ect.

Q Do you know of any specific regulatory or
statutory | anguage that required those units to be
-- for non-radiol ogi cal deconmm ssioning to take
pl ace?

A No, | do not.

MR, ROBERTSON: | have no further questions

JUDGE HI LLI ARD: Could you tell us what -- and
this may be in your testinony -- what conbi ned-cycle
means.

THE WTNESS: Conbined-cycle is a technical term
It refers to a particular type of electric
generating plant that is being built today. It
i nvol ves the conbi nati on of conbustion turbines

usual ly fueled with natural gas, and the exhaust
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fromthose conbustion turbines is used in -- the
heat in that exhaust is used in boilers.

And then there is the second part of the
cycle, which that heat is then used to turn steam
turbi nes, so you have conbustion turbines and steam
turbi nes working in a conbined-cycle, hence the
nane. That is the nodern, high-efficiency power
plants that are being built today.

JUDGE CASEY: Is there any additional cross?
Redi rect.
MR, FELDMEI ER Very briefly.
REDI RECT EXAM NATI ON
BY
MR FELDVEI ER
Q M. Thayer, M. Kam nski asked you a
question about your visits to Commonweal th Edi son's
nucl ear power stations, particularly Dresden and
Zion stations. Do you recall those questions?
A Yes, | do.
Q And | believe you stated the purpose of your
i nspection of those stations was to determne

whet her your concl usi ons, based on your experiences
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at the Yankee plants would be valid for ConEd
stations; is that correct?

A That's correct.

Q Coul d you tell us what concl usions you
reached after visiting Edison's plants?

A VWen | visited those plants, | |ooked at the
general plant layout. Basically, the
deconmi ssioning process is a reverse of the
construction process, so you look for things |like
site access, heavy equi pment access, access to
bui | di ngs, nethods of construction, materials of
construction, types of coatings that are used in
i nternal buil dings, personnel access because
deconmissioning is a very labor intensive process

It is basically a |ot of people working to renove

this equipnment. This is not a -- it is not done by
renote control. It is not done by -- it is not a
very high technol ogy business. It is very |abor

i ntensive.

So | looked at the site and the buil di ngs
and those power plants for those aspects, and | cane

to the conclusion that they were generally simlar
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to other facilities that | had both visited and had
deconmi ssi oni ng experience wth.

Q Did you conclude that the concl usions you
had reach, based on your experiences at the Yankee
pl ants, were applicable to Edison's situation?

A Yes, | did.

MR, FELDMEI ER W have nothing further.

JUDCE HI LLI ARD:  Recr oss.

RECROSS - EXAM NATI ON
BY
MR WARREN

Q Just one question, nmaybe two.

M. Thayer, when you did those
inspections in lllinois to determne that it was the
same type of process that was going to be -- that
you had seen back East in the Yankee stations, it is
true, isn't it, that you did not nmake any
determ nation as to the damage to the structure that
woul d occur at the Illinois -- any Illinois plants
due to the decommi ssioning process? That is true,
isn't it?

A No, it is not really because --
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Q Ckay. Al right. Let ne ask you this.

In order to determne the damage to a
structure that has taken place as a result of
renoving the radi ol ogical contamination, it has to
actually be done first, doesn't it? | mean
woul dn't you agree with that?

A No, | would not agree with that.

Q You are telling ne that you can tell what
damage is actually being done to the structure
before the renoval process takes place?

A You can project, based on a review of the
equi prent in a particular r oomor a building. You
| ook at the equi pnent, you | ook at piping, you | ook
at the nmaterial that has to be renoved fromthat
room You |l ook at particulars regarding surfaces on
the building, paint, concrete surfaces that may have
to be renoved, and you can nake a pretty fair
assessnment of the end state of that building when it
becomes or when it is declared radiologically clean

Q So it is speculation -- at this point unti
it actually happens, it is speculation. Thank you?

MR, FELDMEI ER (ojection, m scharacterizing his
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testi nony.

JUDGE HI LLI ARD: Is that a question.

MR WARREN: | will withdrawit.

JUDGE CASEY: Any re-redirect?

MR FELDVEI ER: No.

JUDGE CASEY: The witness is excused.

MR, FELDMEI ER ConEd's next witness is Joseph
Cal | an.

Before we begin, if we could get sone

estimates of cross-examnation. This is going a
little quicker than we had thought, and we have
preparations for M. Effron that are underway.

JUDGE HI LLI ARD: Do you have estimates for
Cross-exam nati on?

MR, REVETH S: W may have nothing for this
Wi t ness.

JUDGE CASEY: You may have none?

MR REVETH S: Well, we would like others to go
first. No as of now

JUDGE HI LLI ARD: M. Fein?

MR FEIN | would estimate 20 m nutes.

JUDGE HI LLI ARD: M. Robertson.

787



10

11

12

13

14

15

16

17

18

19

20

21

22

MR

ROBERTSON:  15.

JUDGE HI LLI ARD: State's Attorney.

MR

hour .

LEVIN. W would have 15 mnutes to a half

JUDGE HI LLIARD: Gity.

MR

JOLLY: None.

M5. NORI NGTON: We may have five to ten mnutes.

We may have not hi ng.

JUDGE HI LLIARD: | did not hear the |last part.

M5. NORI NGTON: We may have five to ten mnutes.

We may have not hi ng.

MR

MR

H LLI ARD:  AG not hi ng.

ROSENBLUM | have none for ELPC.

JUDGE CASEY: Please stand to be sworn.

(Wtness sworn.)

JUDGE CASEY: M. Fel dneier.

LEONARD JOSEPH CALLAN,

called as a witness herein, having been first dul

SWOr n,

was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY

MR FELDMEI ER

y
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Q M. Callan, could you state your conplete

nane and spell it for the benefit of the court
reporter.
A Lenoard Joseph Callan, C-a-l-1-a-n

Q M. Callan, do you have before you a
docunent that has been nmarked as Commonweal t h Edi son
Exhi bit 9?

A | do.

Q And is that the rebuttal testinony that you
have prepared on behal f of Commonweal t h Edi son
Conpany in connection with this proceedi ng?

A It is.

Q Do you al so have in front of you
Commonweal t h Edi son Exhi bit 14?

A | do.

Q Drawi ng your attention to the first two
responses of that exhibit, have you reviewed the
responses -- the response to Question No. 2 and the
response to Question No. 1 to the extent of the
first paragraph and the first two sentences of the
second par agr aph?

A | do.
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Q If I were to ask you the sane questions that
are contained in Edison Exhibit No. 9 this norning,
woul d you provide to ne the sanme responses that are
contained in that exhibit?

A I woul d.

Q And if | were to ask you the same questions
that are listed in Requests No. 1 and 2 of ConEd
Exhibit No. 14, would you provide for nme the
response to Request No. 1, consisting of the first
paragraph and the first two sentences of the second
par agraph and the conpl ete response to Request No.
27?

A I woul d.

MR, FEIN. Counsel, could you identify Exhibit
14, pl ease.

MR, FELDMEI ER:  These are ConEd' s responses to
the Hearing Exam ner questions 1 through 9 that were
served | ast week, | believe. After they were
served, we were asked to put these in the record in
testimony form We began with M. LaCuardi a who put
in the responses to 7 and 8 with one retraction

And with M. Callan today, we wll
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continue that process. For plans purposes,
M. Berdelle will sponsor the remai nder of the
responses that are not in evidence by the tine he
takes the stand.
Wth that, we would nove for the

adm ssi on of Commonweal th Edi son Exhibit No. 9, the
portions of ConEd Exhibit No. 14 that | have just
referred to, and indicate that M. Callan is
avail abl e for cross-exam nation.

JUDGE CASEY: Specifically, M. Callan is
addressing in Exhibit No. 14, Questions 1 and 2?

MR FELDVEI ER:  Question No. 2. Question
No. 1, first paragraph, first two sentences of the
second par agr aph.

M. Berdelle will address the remai nder

of that paragraph when he takes the stand.

JUDGE CASEY: M. Feldneier, one nore tinme so |
can get this correct. First paragraph.

VR FELDMEIER  And the first two sentences of
the second paragraph for the response to Request No.
1. The response to Request No. 2 in its entirety.

JUDGE CASEY: kay. Those will be admtted
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subject to cross.
(Wher eupon, Edi son
Exhibit Nos. 9 and a portion
of 14 were marked
for identification
as of this date.)

JUDGE HI LLIARD: M. Fein, | think since you are
there, why don't you commrence.

MR FEIN.  Ckay.

CROSS- EXAM NATI ON
BY
MR FEI'N

Q Good norning, M. Callan.

A CGood nor ni ng.

Q How many United States nuclear units have
applied for license extensions to date?

A The last information | have -- and this is
obviously a noving target. It changes week by week
-- is that in addition to the two that were
approved, there is two applications that have been
recei ved by the NRC and several nore, of course,

that -- licensees or utilities that are show ng
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interest.

Q Were any of these plants boiling water
reactor or BWR plants?

A These plants that you are referring to,
pl ants that have applications subnmtted?

Q Yes, the ones you just referenced?

A Yes. M understanding is that one of the
utilities that has submtted an application is the
Hatch Plant Units 1 and 2 operated by Southern
Conpany and Hatch is a boiling water reactor.

Q And | think you just testified that of the
four that you have now mentioned, two have been
approved, two are recent applications? Just so the
record is clear?

A Yes, that is ny understanding.

Q Now, in your testinony that you submitted
here in this proceedi ng, you have not presented any
anal ysis or study regardi ng the percentage of
I'ikelihood that a request for a |license extension
woul d be made by the Commonweal t h Edi son, have you?

A No, nor would | ever. That does not |end

itself to that kind of calculation, in nmy view
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Q Ckay. And you have not presented any
anal ysis regardi ng percentage of likelihood that if
such a request was nade that, in fact, it would be
granted by the NRC?

A I have not and, again, nor would | ever. It
does not lend itself to that type of analysis.

MR, FELDMEIER | hate to interrupt. Just for
clarity purposes, when we are tal king about the
application to the NRC, we are tal king about |icense
renewal as opposed to |icense extension?

MR FEIN.  License renewal, correct.

THE WTNESS: That is an inportant distinction
BY MR FEIN

Q And, M. Callan, is it your understanding
that Commonweal th Edi son's petition in this
proceedi ng assunmes t hat no |icense extensions wl|
be sought by the conpany?

A | am unaware of Commonweal th Edi son's
presunptions in that regard. 1 just don't know
whet her they assunme or don't assune.

Q Wul d you agree that |icense extensions

offer a utility the option to extend a nucl ear
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plant's life?

A Vll, | think that is a very good way to
characterize that you just did. It does provide the
option to extend the life up to 20 years.

Q And woul d you agree that the option has
value even if not ultimtely exercised?

A | don't agree or disagree. | amnot sure
what you nean by the option has val ue.

Q Let me try to explain and see if you can
answer that question. Do you believe that having --
a utility having additional flexibility to choose to
extend the Iife of a plant has sonme value to the
utility?

A You are speaking of monetary val ue?

Q Monetary, strategic. Do you think it has
any val ue?

A | think there is value, yes. | amnot sure
to what extent it is of nonetary or commerci al
value, but I think there is value. | could think of
several exanples of how it would add val ue, yes.

Q VWhat woul d be some of t hose exanpl es?

A Well, one that conmes to mind is for a plant
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that is nearing the end of life, if they have that
option available, | think it nakes it that much
easier to recruit and retain experienced and
talented staff. It provides thema ray of hope, if
you will, that they otherwi se would not have
perhaps. So you mnimze staff defections. That is
a very inportant val ue.

Q Any others that cone to m nd?

A I would have to think about that. That is
an interesting question that | have not really
reflected on, but that is the nost obvi ous one that
I -- froman NRC perspective, that is one that
factors inportantly.

Q Now, you have not prepared an anal ysis or
study for subm ssion in this proceeding of the cost
to Commonweal t h Edi son for seeking license -- for
the Iicense renewal process, if it so chose?

A I have not.

Q And at page 8 of your testinony, |lines 160
and 161, you discuss sone of the additional steps
that the NRC has taken to pronmpbte greater certai nty

and predictability in the Iicense renewal process.
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Coul d you explain specifically what the
NRC has done that you reference in that portion?

A Wll, there is really two areas where the
NRC focused its attention to inprove the process.
One was to nake the process nore tinely. In other
words, to reduce the anmount of tinme that it would
take for a utility to go through the process.

And with the process success of the two
first plants, the NRC has denobnstrated that it can
in fact, deliver a result, an answer in a reasonable
anount of time. That was very inportant.

The second area, equally inmportant, is --
was the NRC s conmitment to the industry and to
Congress to provide a nore disciplined process, to
ensure that the process reflected the Conm ssioners
desires, and to restrict or to mnimze the anount
of Staff discretion in terns to broaden the scope
and broaden the issues beyond that which the
Conmmi ssi on had i ntended.

So what the NRC has done, at least f or
the first two plants, is to provide a tinely,

di sci plined process.
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Now, on the other hand, what the NRC
conm ssioners could not do, of course, was to
provi de any great assurance to the industry that the
techni cal issues would be any less difficult to
resol ve or any | ess uncertain.

So the inprovenents, the enhancenents
were strictly in the regulatory process, not in the
techni cal arena.

Q Speaki ng of the technical arena, and you
di scuss that in that same answer in your testinony,
you have not perforned any analysis to determ ne the
I'i kelihood of a technical safety issue arising
during any potenti al |icense renewal review of
Conmonweal t h Edi son's pl ants, have you?

A No, | have not, and, again, | have to say,
nor would | ever. It is not sonmething that | think
is doable to quantify that uncertainty to that
degr ee.

Q Now, you testified that it is really just
too soon to tell how many plants will actually
obtain renewed licenses and, if so, choose to

continue to operate the plants through the period of
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ext ended operation; is that right?

A That's correct.

Q Now, is it your testinony that the
Conmi ssion should ignore the possibility of |icense
ext ensi on?

A Li cense extension is a reality in the
industry. You can't ignore it.

Q Are you aware whet her the conpany has, in
fact, decided to seek any |icense extensions?

A | am unawar e whet her or not the conpany has
made a decision to proceed with an application. |
am aware that the conpany is considering, as many
utilities are considering the process, but I am not
sure whether are or not they have committed to
apply.

Q Shoul d the Commi ssion assune that none of

the plants will receive |license extensions?
A You are tal king about the Conmonweal th
pl ant s?
Q Yes.
A | don't think that -- again, consistent with

my earlier answers, this is not an area that | would
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predict -- make any predictions nor would | suggest
that the Conmmi ssion make predictions about outcones.

Q So woul d you agree or would you not agree
that the Conm ssion shoul d assune that Commonweal th
Edi son will not seek |icense extensions for any of
its plants?

A There was so nany negatives there, | am not
sure.

MR, FELDMEIER  One nonment. | am going to object
to that question. | think you change the focus of
your question. | think your original question was
based on license renewal being granted and then your
foll ow-up question was based on application, so |
think it is alittle confusing at this point.

BY MR FEIN

Q Let nme restate the question. It was -- that
is why | changed the phrase of the question to ask
whet her you agreed. | did not intend to confuse
you.

Is it your testinmony that the Conmm ssion
shoul d assunme that Commonweal th Edi son will not seek

I icense extensions for any of its nucl ear
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facilities?

A In ny view, the Illinois Conmerce Conmi ssion
shoul d not make -- should not assunme one way or the
ot her.

Q So it should be a factor that they not
consi der?

A In terns of what now? | want to nake sure

Q VWell, you previously testified that it is a
reality that license extension is a possibil ity. So
I amtrying to determ ne whether that reality that
you nentioned, whether that is sonething the
Commi ssi on shoul d consider in the context of
deci di ng this proceedi ng?

MR, FELDMEIER |'mjust going to object. And
hate to bel abor the record with this, but | think
that m scharacterizing his testinmony slightly.
think he said as a gener al matter the |icense
renewal process is areality, but I think the
question went a little further and went into |icense
renewal for Edison's plants. | think that is a

m schar acteri zati on.
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MR, FEIN. The witness can answer the question.
JUDGE CASEY: | agree. It is an extension to see
whet her or not that would carry forward in this
proceeding, so if the witness has an answer, we
woul d like to hear it.
THE WTNESS: In nmy view, the Commerce Conmi ssion
shoul d not make any assunptions about future NRC
del i berations, decisions in conducting its own
n ssi on.
BY MR FEIN
Q How about future actions of Conmmonweal th
Edi son Conpany with respect to seeking |icense
ext ensi ons, should the Conmission simlarly not make
any assunption or judgnent one way or another?
A I amnot -- you know, I ama little
conf used.

The Comm ssi on obviously can consi der
Conmonweal t h Edi son naki ng an application, but that
is quite a bit different than maki ng the assunption
that Commonweal th Edi son plants' licenses will be
renewed and even nore renote from assuming that the

Conmmonweal t h Edi son plants will exercise any renewed
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license, period, if they did have the |icenses
renewed.

So the application process is a very
prelimnary step, and it is a long way from
establishing with certainty that the applications
wi Il be approved.

BY MR FEIN

Q Now | ama confused a little bit. Let me
try to break this up, and we are going to tal k about
two separate things, the application process and the
approval process so that the record is clear in this
pr oceedi ng.

Is it your reconmendation in this
proceedi ng that the Comm ssion should or shoul d not
consider the possibility that the company will seek
a license extension for any of its plants?

A My rebuttal testinony is a rebuttal to M.
Schlissel's direct testinmony, testinony which in ny
view provides a false inpression to the Comm ssion
that license renewal is a veritable certainty. And
in my rebuttal testinony, the point | nake severa

places is that there is sufficient technical
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uncertainty and regul atory uncertainty in the
process such that it is not -- it is not
appropriate, it would be inappropriate for the
Conmi ssion to assune that it is a certainty.

MR FEIN | would nove to strike the entire
answer, as | sinply asked whet her he agreed with
whet her the Conmi ssion should consider that. | did
not ask for a re-testinony regarding what he
testified to in his rebuttal testinony.

| amtrying to clarify the record. |
t hought these were pretty straightforward questions.
We have now gotten it conpletely confused in the
record, and it is now even further confused

The recommendation is either the
Conmi ssion consider it or not consider it, or if he
thinks they should -- | think it calls for a pretty
si mpl e answer.

JUDGE CASEY: Do you have a response,

M. Fel dnei er

MR FELDMEIER | think it was a fair response to
the question. It is how he would explain -- his
response to the question was clear. | think it is
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entirely appropriate.

JUDGE CASEY: The notion to strike is granted

If the Commi ssion should consider it, | want to know
why. If they shouldn't consider it, | want to know
why.

MR, FELDMEI ER Per haps we can have the question
read back, or, David, if you have it in mnd

MR FEIN Let nme try to restate what | was
i ntendi ng to ask.

BY MR FEIN

Q Shoul d the Commission in its deliberations
in this case assune that Commonweal th Edi son the --
strike that. Let ne restate it.

Shoul d the Conmission consider in this
proceedi ng the possibility that Commonweal t h Edi son
could seek renewal of license for any of its nucl ear
facilities?

A Not to be evasive, but | would like to
restrict my response to what | feel like | am
qualified to talk about. And | don't presune to
tell the Conmmi ssion what they can or cannot review,

just as | would not want anybody to presune to tel

805



10

11

12

13

14

15

16

17

18

19

20

21

22

the NRC what they can review

What | amqualified to say and | say in
my testinony is, | think it is inappropriate to
assune that there is enough certainty in the |icense
renewal process for the Conmission to factor that in
as an assunption in their planning.

Q My question asked whether that actually
woul d apply. That is why | tried to break this up
because we are muttering in the water of application
and approval. So let's confine -- ny question was
confined to whether the Conmmi ssion could consider --
shoul d consider the possibility that the conpany
could seek a license extension for any of its
pl ant s?

MR, FELDMEIER | amgoing to object. | think he
just responded to the question.

MR FEIN. No. He tal ked about approval and that
it is too uncertain, the Conmi ssion should not
consi der approval .

JUDGE CASEY: And your question is more limted
to the fact of whether they shoul d consider

appl i cati on.
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MR FEIN. The possibility for application. |
was trying to break up the --

JUDGE CASEY: If we can back that answer up.

THE WTNESS: And ny candid answer to you on that
question is, | really don't have a view on that.
don't know. | just don't have a view.

JUDGE CASEY: Wth regard to the application?

THE WTNESS: Wth regard to the application. |
don't feel like |l amqualified to comrent on that.

JUDGE CASEY: And, again, that is application for
| i cense extension.

MR FEIN. Correct.

JUDGE CASEY: O renewal.

VR FELDMEI ER Li cense renewal

JUDGE CASEY: (kay. Because one of the very
first things we tal ked about was the inportant
di fference between renewal and extension

THE W TNESS: Excuse me, your Honor, and there is
an equal ly inportant distinction between the act of
application and the act of renewal. So the
application process is a very prelimnary step and

it does not involve any judgnment on the part of the
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NRC.

JUDGE CASEY: M. Fein, do you have anot her

questi on?
MR FEIN. | do. Thank you.
BY MR FEIN
Q Is it your testinmony that the Conm ssion

shoul d assunme that none of Commonweal th Edi son's
nucl ear plants will receive approval fromthe NRCif
they seek |icense extensions?

MR, FELDVEIER |I'msorry. License renewals.

BY MR FEIN

Q Li cense renewal s

A It is ny viewthat it would be inappropriate
for the Commi ssion to assunme in their planni ng that
Iicense renewal applications will be favorably
deci ded on by the NRC, yes.

Q Now, in your experience, you discuss that
you have assi sted seni or managenent of nucle ar
utilities with respect to issues involving safe
operation of deconm ssioning of nuclear stations.

Have you so assi sted Commonweal t h Edi son

Conpany in that manner?
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A I have not assisted Commonweal th Edi son
Conpany, no.
Q Are you aware whet her Commonweal th Edi son

Conpany has decided to retire any of its nuclear

pl ants besides Zion before their initial |icense
life?

A I am unaware of any plants, and when | was
in the NRC as executive director, | was caught by

surprise with the decision on Zion. So | would not
expect to be aware of those plans in advance.

Q Meani ng that you were surprised by the fact
that the conpany sought to termnate the |icense?

A That's right.

Q Is it your testinmony that early termnation
of a nuclear plant license is a factor that the
Conmi ssi on should consider, or is it something they
shoul d not ?

A It is areality just like license renewal is
areality in the industry, and | think the
Conmi ssi on shoul d approach this in a bal anced
fashi on, being aware of the recent history over the

| ast decade of the industry, which is a history of
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both license renewal and a history of early
deconmi ssioning, so it is a mxed history. | think
the Conmi ssion ought to be aware of it.

Q Have you conducted a study for submission in
this proceeding of the market price of power in the
future?

A I have not.

Q Have you conducted a study for submssion in
this proceeding of the operating and fuel costs in
the future at Commonweal th Edi son's nucl ear plants?

A | have not.

Q Have you conducted a cost anal ysis for
submi ssion in this proceedi ng of maintaining and
nmodi fyi ng Edi son's stations?

A | have not.

Q Have you conducted a study or analysis for
submi ssion in this proceeding of any future
techni cal conditions of equi pment or operations for
some or all of Edison's plants?

A | have not.
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(Change of reporters.)

Q Have you conducted a study or analysis or
submi ssion in this proceeding of the current
capacity of Commonweal th Edi son Conpany's nucl ear
pl ant s?

A | have not.

Q Are you aware of whether Conmmonweal th Edi son
is capabl e of increasing the capacity of any of its

nucl ear stations?

A By that question, you're tal king about power
upr at e?
Q Yes.

A And your question is aml| aware of their
plans or their ability?

Q Ability.

A | amaware that -- that boiling water
reactors in particular have that ability of that
generati on, yes.

I don't know specifically about the
Conmonweal t h pl ans.
Q But you know in general that --

A In general, yes, that is an option that many
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utilities have exercised

Q Are you aware of any plans of the conpany to
engage in power uprates as you just described thenf

A | am aware that there have been sone
prelimnary feasibility studies done to explore
whet her or not power uprate nmade econom c sense.

Q You personal ly have not prepared any
econom ¢ anal ysis or study for submission in this
proceedi ng of any potential returns to Conmonweal th
Edi son Conpany from seeking |icense extensions or
renewal s for some or all of its plans, have you?

A | have not.

Q Let nme ask you a hypotheti cal

If an electric utility entered into a
letter of intent, say, to extend -- to take the
steps to extend the life of a nuclear facility, is
that a fact that a conm ssion should consider in
det erm ni ng proper anmounts of decomm ssi oni ng cost
recovery?

MR, FELDMEIER  That's a question about life
extension or |icense renewal ?

MR FEIN. License renewal
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THE WTNESS: License renewal. And, again, what
do you nean by letter of intent? I'mnot famliar
with that. You nean have they applied?

BY MR FEI N

Q No. | was trying to give an exanple of a
step that a utility may take in beginning the
process to seek a license renewal .

A ["mjust not famliar with that concept of a
letter of intent to apply.

An application is a tangible step to
further the process. An application, as you
probably know, takes several mllion dollars and at
| east three years to prepare and then an additiona
two years of NRC review

That's a very extensive process. Now,
that's a tangible process. And as | testified in
cross-exam nation earlier, |1 don't have a view
whet her or not that should be matter of
consi deration for the commssion. | can only talk
about the NRC s deliberations in that regard.

Q So if there was sone tangible step that a

utility has taken to begin the process of applying
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and seeking license renewal, as | understand your
testinmony, that's still a fact that a conm ssion
shoul d not wei gh one way or another because of the
uncertainties that you describe in the process of

|i cense renewal ?

A No. | said | didn't have a view | don't
feel like I"'mqualified to advise the Conm ssion on
t hat .

Wiat | can tell -- advise the Conmi ssion

is that given ny experience, to presume an outcone
of that process would be inappropriate. To presune
that once the application is made that the NRC will
deci de one way or the other on the technical issues,
I would not want -- | would not venture to do that
and | wouldn't advise anybody to venture to do that.

JUDGE HI LLI ARD: M. Fein, you exceeded your tinme
limt. Try to wap up, please.

MR FEIN It was the |last question.
BY MR FEIN

Q Let ne see if | understand that answer that
you gave

Since you testified that in your
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experience the license renewal process is a -- takes
sonme tine and noney, as you describe, is it |ikew se
your testinony that any steps that a utility takes
to begin that process is not sonething that a

conm ssi on shoul d consider in the context of a
proceeding like this?

A In ny judgnment the only factor that matters
is whether or not the license renewal application is
approved. And that will be decided on the technical
merits of the application

And | don't know sitting here what the
technical issues will be in the future. It's a
nmovi ng target.

There are many, nmany agi ng i ssues.
There's research going on. There's operating
experience. There's various |levels of uncertainty.

And to presune that the technical issues
will lend thenmselves to easy resolution, | just
don't know.

MR, FEIN.  Thank you. Nothing further

JUDGE HI LLI ARD: Before we go any further, could

you articulate for us what the difference is between

815



10

11

12

13

14

15

16

17

18

19

20

21

22

Iicense renewal and |icense extension
THE WTNESS: Yes, your Honor

Li cense renewal is a regul atory process.
As | said earlier, fromstart to finishit's
nom nal ly about a five-year process, and nost
utilities are saying it's going to cost $20 million
plus or mnus typically to prepare the application

The utilities will spend -- of the five
years, the utility will spend three years doing
exceptionally indepth technical analysis and a
regul atory anal ysis and an envi ronnmental anal ysis of
their station against criteria that NRC has
est abl i shed.

And then once they do they submt the
application -- if they still want to do, they may
uncover, you know, in that process the |ikelihood of
uncovering what we used to say is a show stopper
kind of issue is a finite probability, so they nmay
not decide to proceed.

If they still decide to proceed after
that point, there's an additional two-year period, a

nom nal two-year period of NRC review, but that two
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years assunes there's no hearing, and there hasn't
been a hearing yet for an application

If there's a hearing and it's -- and the
application is vigorously contested, such as this
hearing, then that will add even additional time, so
that's another level, and then after that process
which, as | said, is a nomnal five year plus, then
the utility will be granted an extension -- a
Iicense renewal of up to 20 years to add to their
original 40-year license, so that theoretically they
could operate for 60 years.

The decision to operate in that renewed
period is a separate decision process. And that 's
an econonic decision that will be revisited daily,
whet her or not it nakes sense to operate the
facility.

And there's a host of reasons why it
m ght be prudent to shut down or, you know --

JUDGE CASEY: That was contained within sone of
your testinmony. So --
JUDGE HI LLI ARD: What is a |icense extension?

THE W TNESS: Well, the license extension is the
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actual act of operating in the renewed |license
peri od.

JUDGE HILLI ARD: Fine.

THE WTNESS: But they're separate decisions.

So you nake a decision typically ten
years before your original |license, so at the
30-year point you make a decision you want to apply
for renewal .

The deci sion whether or not to actually
exercise that period will probably be nade a year or
two before the end of --

JUDGE CASEY: kay. M. Fein, did you have any
addi ti onal cross based on the Exam ner's question?

MR FEIN. Can | nove to strike an answer to a
Heari ng Examiner's question?

JUDGE CASEY: No.

MR FEIN | didn't think so.

JUDGE HI LLI ARD: M. Robertson, would you like to
be next?

JUDGE CASEY: Did you want to formally make that
not i on?

MR FEIN. That was off the record.
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CRCSS - EXAM NATI ON
BY
MR, ROBERTSON:
Q Good norning, M. Callan.
A CGood nor ni ng.
Q I"d like to talk to you about the truck that

backed up to the dock at the NRC, if | might. Page

6.

A Yes.

Q Line 128 to 129.

A | remenber that, yes.

Q When did that occur?

A Oh, it occurred while | was executive
director. | could easily find out. It was when --

it was when the Calvert Ciffs Plant applied, made
their application.
And off the top of ny head, | don't
remenber the exact nonth.
Q Vel |, what year was it?
A I think it was in 1997, in late '97 or early
' 98.

Q Has the NRC nodified its rules for renewal
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of licenses since that first application was fil ed?

A It has not nodified to ny know edge the
regul ations, but the staff guidance for inplenenting
the regul ations has been in a relatively constant
state of flux since then and it still is.

There's still areas that are still being
crisped up and that process will continue forever
essentially.

Q And as that process continues, do you expect
the trucks to get smaller?

A VWll, history would say the trucks will get
larger, but I don't know. | won't specul ate.

Q Are you famliar with the Nucl ear Energy
Institute NEI?

A | am yes.

Q And industry representatives participate in
t hat ?

A They do.

Q And t hey have wor ki ng groups and techni cal
conm ttees?

A They do.

Q And are they in the process of providing
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formal feedback to the NRC for the license renewal
process?

A They have been active in that, yes.

Q And is this feedback based on experience
gained in the initial application process for the
two that have been approved thus far?

A That was the case when | was executive
director and I presunme it's still the case, yes.

Q Wul d you agree that at |east on the NRC web
site, the NRC indicates that these activities are
expected to inprove the efficiency and effectiveness
of future license renewal reviews?

A Fromt he regul atory side, yes, the
regul atory process.

Q Whul d you al so agree that there are other
groups who are working toward this goal in the

i ndustry such as Babcock & W/ c ox?

A I"mnot aware of any specific groups, but I
woul dn't -- would not be surprised if there were.
Q VWll, has B & Wentered an owners group

submitted generic license renewal reports on reactor

cool ant systens and piping to the NRC or do you
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know?
A | don't know.
Q Do you know whet her or not Westinghouse

owners group has submitted sinmlar material to the

NRC?
A I know t he Westi nghouse owners group has
been working on it. | don't know where their

subm ttal stands.
Q Do you know whet her Ceneral Electric has
submitted information on boiling -- on behalf of the

boiling water r eactor owners group?

A Again, |I'maware that GE, Ceneral Electric,
is working with their owners group. | don't know
where their submittals stand. | don't know whet her

they have subnmitted or not.

Q I's the purpose of these submittals to make
the review process nore efficient?

A It is, yes.

Q Now, woul d you al so agree that on the
appl i cations that have been processed to date are
the -- and approved for license renewal, all of them

were conpleted in less than the 30-nonth tine
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peri od?
A

Q

are pendi ng,

| am aware of that, yes.

Whul d you al so agree that of the two that

schedul e for approval ?

A

VWell, their reviews are ahead of schedul e

on schedul e.

Q
A

| don't
Q

t he staf
A
Q
A
Q

date f or

Thank you.

they are either on schedule or ahead of

or

I would not add that statement for approval

know where that stands.
Well, don't -- doesn't the NRC prepare or
f prepare sone type of mlestone schedul e
That's right.

-- for these applications?
That's right but --
And the -- let nme finish, please.

And the end of each schedul e specifies

a

Commi ssi on deci sion on the renewed |icense

and the date for the renewed |icense to be issued,

i f approved?

A

Q

Those are the m | estone dates, right?

And woul d you agree with ne that the
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m | estone schedul e for Arkansas Nuclear Unit | and
the mlestone schedule for Edwin |I. Hatch license
renewal application are on tine or ahead of
schedul e?

A | can only really talk fromfirsthand
know edge about the Hatch application which is on
schedul e, yes.

I don't have firsthand know edge of the
Arkansas Nucl ear One submttal.

Q I"mgoing to show you sonething that | took
off the NRC web site.

It's entitled the Arkansas Nucl ear One
Unit | license renewal application, and ask you if
you woul d ook at that and agree with me that the
i cense renewal review schedule is on tine for that
unit al so?

MR FELDMEIER | take it you're not going to be
marking this as a cross exhibit?

THE WTNESS: So far it is, but I mght very

i nportantly point out --

MR, ROBERTSON: That's all the question -- excuse
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THE WTNESS: -- that there hasn't been a
heari ng.

MR, ROBERTSON: Excuse ne, your Honor, the
Wi t ness has answered ny question.

JUDGE CASEY: It's a yes or no question. Your
counsel will have an opportunity on redirect.

MR REVETH S: Do we have a cl ear answer?

VR ROBERTSON: There is no answer because
there's no question pending.

MR. REVETH'S: Al right.
BY MR ROBERTSON:

Q Coul d you please turn to Page 2 of your
direct testinmony, M. Callan.

A I'mthere.

Q The sentence that begins on Line 23 and ends

on Line 26, please. You see that?
You state there: The NRC for its part

does not prejudge the possible actions of state

econom c rate regulators like the Illinois Comerce

Conmission in nmaking its policy determnations; is

that correct?

A That's what | said, yes
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Q And | take it, prior to that, you're
suggesting Illinois Conmerce Conmi ssion not make any

such judgnment with regard to the NRC, is that

correct?
A On its independent safety role, yes.
Q Al right. Now, are you suggesting -- let

me ask this hypot heti cal
Let's suppose that the NRC regul ations on
the nucl ear deconmi ssioning trust funds are not the
same as those inposed by the Illinois Comerce
Conmi ssi on.
A |"msorry, say that again, please
Q Let's suppose that the NRC regul ati ons on
nucl ear deconmi ssioning trust funds are not the sane
as those inposed by the Illinois Conmerce
Conmi ssion. Okay?
Let's suppose that the Illinois Comrerce
Conmission's restrictions are nore stringent.
And let's further suppose that those
restrictions are inposed as a matter of |aw under
[Ilinois -- in Illinois.

A Yes.
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Q

Do you believe the Illin

oi s Commer ce

Conmi ssi on shoul d assunme that the NRC will inpose

those sanme nore stringent restri

trust funds?

ctions on those

t than the NRC s

Correct. For its policy making decisions in

A I"msorry, nore stringen
own?

Q
this case.

A I"mgoing to make sure |

hypot heti cal .

understand this

The hypothetical is should the Commerce

Conmmi ssi on assune that the NRC will enforce the

state's requirements?

Q
A

Yes.

Not to nmy know edge. |

inconsistent with the general pr

whol e range of areas, not just d

f unds.

Q

That woul d al so be consi

statenent here; is that correct?

A

Q

Ri ght.

Are you famliar at all

nmean, that woul d
actice across a

ecommi ssi oni ng

stent with your

wi th the proposal

be
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that Commonweal th Edi son has nmade in this case?

A Il aml'll say -- I'll use the word
superficially famliar with the proposal, not in a
| ot of depth.

Q Do you believe the NRC shoul d nake any
predeterm nation as to the possible actions that
m ght be taken by the Illinois Comrerce Comm ssion
in the context of this proceedi ng?

A Vel |, the subject of decomm ssioning funds
for a nuclear power plant is a pivotal issue in
terms of a license transfer, and | have had a chance
to review the orders that were signed out earlier
this nmonth regardi ng that.

And, in fact, the NRCwill require
assurance that there's continuity in that area in
all regards in that the regulations are conplied
W t h.

Q kay. In reviewing those orders, did you
note that one of the conditions was that the trust
funds, the Illinois trust funds, should follow the
nucl ear assets to the generation conpany that's

bei ng created by Conkd and PECO?
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A I have the order available here, if you want
to --

Q Whul d you | ook at the Brai dwood order.

MR, FELDMEIER Is there a particular part of the
order that you could refer himto to speed this up?
MR ROBERTSON: | hadn't realized that he had
actually read themin preparation for this so | was
happy to hear it so | wouldn't have to fish through

it, but I will.
BY MR ROBERTSON:

Q Do you have t his one? Look on Page 4.

A I"mactually mssing it for Brai dwood but |
do have it for Byron, so if we could use Byron as
the exanple it would be better for ne.

For some reason the attachnent on
Brai dwood | just don't have, but | think the orders
are fairly close.

Q I"m Il ooking at Subparagraph 2 on Page 4.

A Yes.

Q That references Conkd shall transfer to
Exel on Generation Conpany the decomm ssioning trust,

that's what it says for the Braidwod units.
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Uh - huh.

Yours says for the Byron units?

> O >

That's right.

Q And then it specifies the mni num anmounts of
such transfer; is that correct?

A That is correct.

Q Now, it inposes other conditions, doesn't
it?

MR FELDMEIER At this point 1'mgoing to
object. | have let this go on for a few nonents.

M. Callan submitted testinony on |icense
extension and life -- I"'msorry, | msspoke, |license
renewal and |ife extension

He is a fornmer official of the NRC, and
now we have pulled out NRC orders that really are on
separate subjects and are going i nto deconm ssi oni ng
funding levels, and we're goi ng to have hi mexpl ain
t hose orders.

I think that's outside of the scope of
his direct testinony.

MR, ROBERTSON: Well, two things

Nunmber one, this witness is making a
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policy statement about what the Comm ssion should do
inrelation to expectations of det erm nations by the
NRC and what the NRC does in relation to
expectations about activity at this Conm ssion

He has also said that he reviewed the
orders as part of his preparation for the testinony,
and | think I"'mentitled to inquire whether or not
his position holds in all instances.

In other words, would he nake this
recommendati on that he's naking here today each and
every instance and does it hold true in each and
every instance and | think it goes to the weight
that the ultimately should be given to his
t esti nony.

JUDGE HI LLI ARD: How many i nstances do you intend
to go through.

VR ROBERTSON:  Just this one. | think all the
orders are the sane.

JUDGE HI LLI ARD:  Overrul ed.
BY MR ROBERTSON:

Q Now, the order for approving the transfer of

license issued by the NRC that we're discussing,
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there was a separate order issued for each of the
nucl ear stations; is that correct?

A That is correct.

Q Al right. And basically wuld you agree
with me that the |language is essentially the same
except for the nunbers such as the balances in the
deconmi ssioning trust?

MR, FELDMEI ER Which particul ar | anguage are you
referring to?

| think this is alittle unfair not to
have his in the record.

MR, ROBERTSON:  Par agraph 2.

VMR FELDMEI ER:  Excuse ne for one second.

I think it's alittle unfair to have
docunents like this just referred to and sumari zed
in sweeping ways when they're not in the record.

I just think it | ends confusion to the
record

MR, ROBERTSON: Let me go straight to the point
t hen.

BY MR ROBERTSON:

Q Does t he order inpose and list all of the
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conditions that the NRC i nposes on Conmonweal t h
Edi son and Exel on Genco on the transfer of the
|i cense?

A It does.

Q And is it the customof the NRC to | eave any
condi ti on out?

A It's not the custom no.

Q Can you tell nme whether or not the NRC
specifically conditions this order on Comobnweal t h
Edi son receiving $121 mllion of deconm ssioning
cost per annumfor six years in this proceedi ng?

MR FELDVEI ER: The particul ar order for Byron
that you're referring to?

VR ROBERTSON: Yes. The one he has in front of
hi m

THE WTNESS: | honestly don't understand the
question. What's the connection between that and
the order?

BY MR ROBERTSON:

Q Is there a condition specified in the order

that says the licenses can only be transferred to

Exel on Genco if Commonweal th Edi son receives
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$121 million in deconm ssioning cost per year for
six years through its nucl ear decomm ssi oni ng rider
cost recovery mechani sn?

A Those words are not in the order.

Q Ckay.

A Was that your question?

Q Yes.

JUDGE HI LLI ARD: You have exceeded your tine.
Could you try to wap it up.

VMR ROBERTSON: Did | reserve tine? | don't
remenber .

JUDGE HI LLI ARD: Yes, you did.

MR, ROBERTSON: That was for M. Thayer.

JUDGE CASEY: How rmuch nore time do you think

you're going to need, M. Robertson?

MR ROBERTSON. | have one other line of cross
that relates to this late filed exhibit -- or |
don't know -- not late filed. Tinely filed.

MR FELDMEIER It was a tinely filed exhibit.
MR, ROBERTSON: But only lately in ny hands.
Now, which portion of Question No. 1 does

this witness not sponsor?
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MR, FELDMEIER 1'Il respond to that.

He is sponsoring the first paragraph and

the first two sentences of the second paragraph

The bal ance of the second paragraph wll

be sponsored by M. Berdelle.

BY MR ROBERTSON

Q
A
Q
A
Q
A

Q

Did you prepare this response?

| did not.

Do you know who prepared the response?
| do not.

VWen did you see the response?

| saw it yesterday.

Do you know whet her or not the NRC

regul ati ons on nucl ear decomm ssioning trust require

that excess -- any noney in excess of that which is

required to decomm ssion the units be refunded to

utility retail custoners?

A

I know of no such provision in the

regul ations.

Q

Do you know whet her or not any of the NRC

regul ations require that the -- strike that.

To the best of your know edge there's no
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provision for refunds in the NCR regul ati ons?

A Wth respect to decommi ssioning funds?

Q Yes, sir.

A I know of no provisions.

Q Now, do you know whet her or not the NRC
regul ations pernmit investnents that are -- strike
t hat .

Do you know whet her the NRC regul ati ons
require that a separate trust fund be naintained for
each nuclear unit?

A | have to go back and I ook at 10 CFR 50. 75,
but nmy understanding is that each unit is handl ed
separately.

Q Do you know whet her or not the NCR
regul ations on trust funds require any distribution
of the -- strike that.

Is there any provision in the NRC trust
funds that deals with the transfer of the nuclear
assets to a new owner?

MR, FELDMEIER 1'mgoing to object to that, to
the termNRC trust funds. | don't think that's a

termthat's been descri bed.
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BY MR ROBERTSON:

Q Is there any provision in the NRC
regulations in 10 CFR 50 or any of the subparts for
that which deals with the situation in which the
nucl ear assets which are the subject of either the
external superfund or the trust funds that are
created under those regulations, are transferred to
athird party?

A You're quizzing me on ny know edge of the
regul ations.

Q You' re sponsoring the exhibit, so

A Two vol unes.

I have to go back and | ook at the
regul ations and give it a careful read to go give
that answer -- question a fair answer, which | could
do but I don't want to speak with authority on that
wi t hout having | ooked at it.

Q You' re the only witness we have here and
you' re sponsoring what the NCR regul ati ons are.

A vell --

MR, FELDMEIER |s that a question?

MR ROBERTSON: No. I'll nove to strike, if he
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can't answer the questions, he didn't prepare the
exhibit, he didn't see it until the ot her day, he
didn't know what was in it, and he can't answer the
questi ons.

MR, FELDMEI ER  Examiner, briefly I think you're
both aware of the history with respect to this.

This is sonething that -- in the request
that was circul ated, there was no requirenent that
it be put intestinbny. W were told in the mddle
of these hearings that it should be sponsored as
testimony. W have done that.

And the fact that M. Callan has
testified about when he saw that is sort of a
product of that process.

MR, ROBERTSON: | amentirely synpathetic and
know the circunstances and |I' mnot objecting to the
ci rcunst ances.

What concerns ne is this has been
presented as the witness who is the expert on the
area, and he can't respond to the questions.

"Il tell you what, | don't have any

further questions.
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JUDGE CASEY: Wth respect to your motion to

strike, are you withdrawing the notion to strike?
MR ROBERTSON: I'll withdrawit. Thank you.
JUDGE HI LLIARD: M. State's Attorney.

CROSS - EXAM NATI ON

BY
MR LEVI N:
Q Good norning, M. Callan. I"'mMtchell
Levin. [I'man assistant state's attorney of Cook

County.

A CGood nor ni ng.

Q At the risk of covering sonme of the
ground -- if | cover sone of the ground that
M. Fein has covered with you, | apol ogize, but |
just wanted sone clarification.

And | wanted to refer specifically to

your responses in rebuttal to M. Schlissel's
questions since |I think that's what you were

primarily doing and let's go to Page 9 of your

rebuttal .
A I'"mat Page 9.
Q And M. -- the question starts at Line 194.
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I"I'l just read that briefly.

M. Schlissel's contention was that the
I CC shoul d base its deconm ssioning collection
policies on the assunption that the operating lives
of each of the company's nuclear plants will be
ext ended beyond the expir ation of their existing
|'i censes.

Now, that presunes a certain anount of
certainty on his part which he may or may not be
justified.

But I'd Iike to change that question a
bit to read the 1 CC should base its deconm ssi oni ng
policies, in part -- I'madding that -- on the
assunption that the operating |lives of each of the
conpany's nucl ear plants may be extended beyond the
expiration of their existing |licenses so there's a
good deal of uncertainty in there, it's not
quantified, but given ny hypothetical question that

M. Schlissel would propose, would that change your

answer -- your testinony in any way?
MR, FELDMEIER |I'mjust going to object. Could
that be a clarified alittle bit? Frankly I lost a
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little bit of the assunptions that were going into
what you're asking the w tness.

Coul d you just state the statement you'd
like himto respond to.

BY MR LEVIN

Q Well, | have changed M. Schlissel's
statement and it could be phrased in any nunber of
ways, but | have added these words in part on
Page 195, in between policies and on, and then in
Line 196 |I'm changing the nore definitive word wll
to may.

So if M. Schlissel were to have asked
that, would that have changed your responses in any
way?

A So, I"'msorry to have to ask for the
additional clarification, you' re talking now about
Iicense renewal not actually |icense extension?

You' re not asking nme hypothetically to
assune operation beyond 40 years? You're just
saying --

Q No.

M. Schlissel seens to be assuming for
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pur poses of the Comm ssion's considerations that the
plants will be extended beyond the expiration of
their existing licenses, and what |'masking is
shoul d the Conmi ssion consider as a factor inits
deconmi ssioning policies the possibility that the
operating lives of the conpany's nucl ear plants may
be extended?

In other words, you have pointed out on
Page 11 a nunber of factors that ConEd considers.
And, in fact, is probably considering because -- are
you aware that they're considering -- they have
gotten an anal ysis of license renewal for the
Dresden and Quad Gities plants?

Are you famliar with that?

MR, FELDMEI ER That was a conpound question. He
could respond to the last part of that. There were
a couple of prelimnary questions.

If he could just respond to the |ast one,
that woul d be fi ne.

JUDGE HI LLI ARD: Respond to the last part of the
questi on.

THE WTNESS: | amaware that there's been a
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feasibility study done.
BY MR LEVIN:

Q And you have identified a nunber of factors
the conpany woul d consider on Page 11 and you have
pointed out, justifiably, the uncertainties in some
of those factors, such as market price of power, the
operating cost, correct?

A No. M testinony on Page 11 addresses M.
Schlissel's assunption or the anbiguity fromhis
testinmony that life extension is the sane as |icense
renewal .

In other words, obtaining |license renewal
fromthe NRC is tantanount to saying that the plants
will, in fact, operate beyond their original life.

And ny point is is that those are
completely different decision processes. Conpletely
different.

And so that same anbiguity crept into
your question. In other words -- and the point of
my testinony is to try to nake clear that there is
uncertainty associated with |license renewal. |

tal ked about that. And there's also uncertainty
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associated with -- even if you got license renewal,
there's additional uncertainties associated with the
decision to operate beyond 40 years or even to
operate as long as 40 years and history would -- is
replete with exanples of that.

And so nuch of ny testinmony on Page 11 is
intended to address the latter.

Q Let's break it down into -- let's put it in
terms of license renewal and then |ife extension.
And | want to do this in a way that
M. Schlissel asked it on Page 9.

Shoul d the 1 CC base its decomm ssi oni ng
policies in part on the possibility that the
conmpany's nucl ear plants may be approved for lic ense
renewal ?

A In ny view, it would be inappropriate to
base pl anning on that assunption.

Q That's -- is that because there are too many
uncert ainties involved in that consideration?

A Yes. There are too many uncertainties to
base | ong-range pl anning on that presunption.

Q Now, let's assunme that the |license has been
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grant ed.

Wul d you say that the |1 CC shoul d base
its consideration as a factor in the decision -- in
the possibility that ConEd will choose to extend the
life of the plant?

MR, FELDMEIER | object to that because he's
used the phrase assune the |icense has been granted
and | don't understand what that neans.

BY MR LEVIN

Q Consi der that a hypothetical. W have
al ready di scussed |icense renewal .

Let's assume for purposes of the question
that the |license has been renewed and that now the

decision is whether to extend the life of the plant.

And that's, | think, where -- correct ne
if "'mwong -- but sone of the factors on
Page 11, those are specifically for -- those are

life extension factors; is that correct?
A That's right.
The sinplest way to respond to that is --
JUDGE CASEY: Wiat are we respondi ng to, whether

or not those factors are --
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MR LEVIN. Let me state the question again.
JUDGE CASEY: Here's what |'mgoing to do.
On Page 11 those were factors to consider
for life extension?
THE WTNESS: That's right.
JUDGE CASEY: Next question
BY MR LEVIN
Q Shoul d those factors and ConEd' s
consi deration of them be sonething that the
Conmi ssi on shoul d consider in its deconm ssioning
col [ ection deci sion?
A Those are econonmic factors and I'msure |
don't know for sure -- | shouldn't say |I'm sure.
They strike nme as being issues that the
Conmi ssi on woul d necessarily -- necessarily involve
thensel ves with, but I'mnot sure of the question
exactly.
Q Well, t he question -- the question is
basically this:
Shoul d the Conmi ssion take into account
those factors and the fact that ConEd has begun an

analysis for license renewal on -- an analysis for

846



10

11

12

13

14

15

16

17

18

19

20

21

22

life extension on sone of its plants in its decision
about the deconm ssioning collection?

A In ny viewit would be inappropriate for the
Il1linois' Conmerce Conmi ssion to nake any
presunptions about |ife extension or |icense renewa
for its |long-range pl anning.

Wien | -- when | first becane executive
director in 1997, nobody was tal ki ng about |icense
renewal . The conventional wi sdomin the NRC and the
conventional wisdomin the industry was that there
was goi ng to be massive deconm ssioning. So that
was only three or four years ago

That experience of mne causes ne to be
very, very cautious about making any |ong-range
predi ctions about |icense extension, |icense
renewal , decomm ssi oni ng

It's -- the history of the |ast decade in
particul ar has been qui te a volatile market.

JUDGE CASEY: Next question

MR LEVIN. Al right.

BY MR LEVIN

Q The decommi ssi oni ng process itself and the
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heari ngs that we have involve a great deal of
uncertainty, don't they?

W' re being asked to make projections 20
years out with regard to decomm ssi oni ng costs;
isn't that correct?

A That is correct.

Q And so sone of the decisions with regard to
license renewal and |ife extension are also
projections that we would nake 20 years out; isn't
that correct?

A ['m --

Q There's -- as there is uncertainty in the
deconmi ssi oni ng process and the cost estimation of
that, there's uncertainty in |license renewal and the
life extension of the plants, isn't there?

A W're talking -- I'mtalking about two --,
if you will, | guess two different types of
uncertainty.

In the case of decomm ssioning costs, the
NRC has al ready deliberated froma policy standpoint
on that, has inplenmented regul ations, nade its

deci sions and issued inplenenting gui dance. And
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annually that is revisited as part of the
regul ati ons and updated to reflect real world
experi ence.

Q Let me -- | want to refer you to Page 10
and see your answer starting at Line 206 where you
say, and I'Il quote, in part, it is there
fundanmental | y unreasonabl e and i nappropriate for a
state regul atory conmi ssion to deci de a course of
action for its own policy purposes which presunes
what actions a federal safety regulator nmay or may
not take many years in the future? 1Is that --
that's --

A That is correct.

Q And that statenent hol ds regardl ess of what
projections we may nmeke regardi ng market prices or
deconmi ssi oni ng cost or technol ogy or safety
regul ations 20 years into the future, the sane tine
period that we're considering for deconmm ssi oni ng
costs?

A That statenent only refers to those
judgments made by the NRC carrying out its

i ndependent safety role, where it acts independently
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to review safety matters and make deci si ons based
upon that review, which would be the case in
reviewi ng an application for a license renewal, for
exanpl e, but would not be the case in the exanple
you're using which is to establish appropriate

| evel s of deconmi ssioning funding.

Q Vel l, in the deconm ssioning process, we
could lay out different scenarios of what m ght or
m ght not take place and have nunbers associ at ed
with those, correct?

A That's right.

Q And with regard to life extension of the
plant, we can lay out different scenarios as to sone
of the factors you have laid out on Page 11 and come
up with sonme estinmations as to how nuch noney the
CGenco is going to make or how much it's going to
have to pay decomm ssioning or how rmuch is going to
be available in the trust fund.

W could do that, couldn't we?

A Per haps.

["mnot --

The NRCis -- the NRC will reviewthe
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application solely on its technical and safety
merits, not the econom cs.

The econonics don't enter into the staff
approval process of the application. That's not the
NRC s job. It's outside the scope.

Q Your statenent on Page 10 starting at 206
that applies only to license renewal and not to the
life extension decision; is that right?

A That's right. Because the NRC doesn't enter
into the decision to extend the life or to
deconmi ssion early. That's not an NRC deci sion.
That's a utility decision

Q But with regard to the license renewal isn't
it possible for the Comm ssion to lay out different
scenari os and based on the evidence that 's col |l ected
make certain decisions as to probabilities of how
those -- what possible outcomes there's going to be?

A I"'ma little confused.

You' re saying that you would then assune
that the NRC woul d deci de one way or the other on
the application? |Is that what you' re asking ne

to --
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Q Wl |, they can nake that assunption based on
the personnel and the regulations in place at the
time.

You' re suggesting that they can't do that
at all.

MR, FELDMEIER  Just so we're clear, they is the
Commi ssion, the Illinois Conm ssion?

MR LEVIN. The Conmi ssion

THE WTNESS: 1'll say this at the outset, you
certainly would want to consider doing that unti
you finished the three-year inhouse revi ew because
then you -- | nean at this point you don't even know
what the issues are so how can you decide at this
poi nt when you don't even know what the technica
i ssues are.

You won't even establish what the
technical issues are until three years after you
decide to start the process. So -- and then you'l
know what you're dealing wth.

Once you know what you're dealing wth,
then you're in a much nore informed position nake

any kind of judgnent.
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And right now, we don't know what the
issues are. W can't predict what the issues are
goi ng to be.

BY MR LEVIN

Q Shoul d the Commi ssion wait until ConkEd's
deci sion process is conpleted and that three-year
peri od has passed so it has nore informtion?

A Again you'll -- please restate that. |
don't understand your question

Q | mean, given all the uncertainty in the
Iicense renewal process and the fact that we m ght
want the Conm ssion to have as nuch information as
possi bl e, shouldn't they wait until the license
renewal process is conpleted before naking its
deci si on?

A That's not mny judgnent to make. | nean, |I'm
just explaining to you why at this point it's
i nappropriate to predict what the outcone of the
I'icense renewal application process is going to be
because you haven't -- without going through at
| east the prelimnary steps to scope the issue, you

don't know what the technical issues are.
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And even then, once you have done that,
you still have to go through two years of NRC review
before you finally have an answer with a possible
heari ng.

MR LEVIN. That's all | have. Thanks.

JUDGE CASEY: Any additional cross?

M5. NORI NGTON:  Yes, very briefly.

CRCSS - EXAM NATI ON
BY
MS.  NORI NGTON:

Q Good norning, M. Callan. M nane is Karen
Norington. | represent the Citizens Uility Board.
I just have a very few questions for you. 1'd like
to try to keep this as brief as possible.

JUDGE CASEY: Counsel, if you can try to get the
m crophone as close to you as possible.

M5. NORI NGTON: Can you hear ne?

THE WTNESS: | can hear you, yes
BY MS. NORI NGTON:

Q You have spoken earlier about uncertainties
future uncertainties with respect to decomm ssi oni ng

and |icense renewal .
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Do you understand that the ICC has to
make a decision now or in the near future regardl ess
of the future uncertainties?

A I wasn't aware of that.

Q kay. And given that they have to make a

decision --
A Excuse nme, I'msorry, | guess, upon
reflection, | guess | was aware that there was that

sense of inmmediacy about this proceeding, yes.

Q G ven that sense of imedi acy as you say --

A Yeah.

Q -- shoul d the Conm ssion assune that no
plants will receive renewal ?

A [f I could just restate that slightly.

I would say that, as | have said before,
it woul d be inappropriate for the ICCto base its
pl anning on the assunption that any plants will be
renewed.

Q So does that nean that they should assume
that some plants m ght receive renewal ?
A My testinony and ny strongly held viewis

that because of the uncertainties we have been
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tal ki ng about this norning and other reasons,
perhaps, it's inappropriate to factor |ife extension
or license renewal into that planning.

Q Let's tal k about |icense renewal for a
nonent .

Is one of the criteria for |icense
renewal a review of the previous operating history
of a plant?

A As it -- yes, as it applies to the pivota
techni cal issues, primarily aging, the aging effect
on equi pment, so the answer is a partial yes.

Q Ckay. G ven ConEd's previous record of
performance or operating history, is it nore likely
than not that none of ConEd's plants will receive
renewal ?

A No, not at all.

I think Commonweal th's previous
performance history |like any plant's previous
performance history is going to be an issue, it is
an issue; and it's factored into the regul ati on and
it is -- it will be part of the application, part of

the three-year process to establish that
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notw t hst andi ng any kind of |egacy or historica
i ssues, that there's confidence going forward.

That's part of the application process.

M5. NORI NGTON:  Thank you. | have no further
questi ons.
MR WARREN: | hadn't indicated that we had any,

but could | ask just a couple real short ones?
JUDGE HI LLI ARD: Go ahead.
Is the city going to have any questions?
MR REDDICK: | am hoping that before it's al
over, the confusion in nmy mnd will be resolved. |
have one poi nt of confusion.
JUDGE CASEY: Tine is running out.
CRCSS - EXAM NATI ON
BY
MR WARREN
Q Good nmorning, M. Callan. M name is Larry
Warren fromthe Attorney General's Ofice. | just
have a qui ck question
You nentioned the NRC regul ations. Are
there any regulations in the NRC that govern the use

and managenent of the deconmi ssioning trust fund?
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A Well, 10 CFR 50.75 is the governing
regulation and it's fairly prescriptive. It does
specify certain financial instruments as appropriate

for the whole spectrumof NRC |license activities,

yeah.
Q Does it also -- do they al so govern the use
or the managenent of the particular -- regardl ess of

what instrunent is used in the fund itself?

A To a degree. The regul ation is witten to
assure that whatever the financial instrument is,
and there's a list of acceptable ones, they are
robust enough to withstand the test of tine.

Q Do you know if there's anything in the
regul ati ons governi ng the use or managenent of the
funds that would prevent the plant's owner from
borrowi ng noney fromthe fund?

A Vell, | -- 1 don't think there's any
specific regulation that's worded that way. You
have to | ook at each of the instrunents and the
prohi bitions and the construction of each of those
financial instrunents.

And | think you would arrive -- | know
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you woul d arrive at the answer that no, you can' t.

You can't do that.

And but -- 1'll stop at that point.

MR WARREN: kay. No further questions.
CROSS - EXAM NATI ON
BY

MR REDDI CK:

Q M. Callan, you' re aware that under Edison's

proposal this Conmm ssion nust decide now once and

for all time what the appropriate recovery i s

supposed to be?

A I"maware of that, yes.

Q And you're aware that if the Comm ssion

refuses to nake any assunption regardi ng NRC

approval of license renewals, that is equivalent to

assum ng that no plants will be approved for
renewal ?
A I wasn't aware of that assunption.

Q Do you see the logic of that?

MR FELDMVEIER | object that's -- that's really

not a question.

THE WTNESS: | nean --
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JUDGE CASEY: The objection is overruled. |If he
can see the logic.
THE WTNESS: M position is that that's, to a
certain extent, alnost a fal se dichotony.
In terns of planning, planning horizon
for econom c decisions, unless you have -- unless a
pl ant has license renewal in its hip pocket, so to

speak, it would be inappropriate to assune that it 's
going to get that |icense renewal.
BY MR REDDI CK:

Q Do you agree with ne that in considering the

future of Edison's plants, this Conm ssion in naking

this policy decision nmust assune either that no

plants will receive renewal, sone plants wll
receive renewal or all plants will receive renewal ?
A Is there a fourth option which is that

license renewal will not be part of the
del i berations, part of the consideration, and that
the decision will be nmade on the original |icense
life of the plants, is another opti on.

Q Do you think that is a -- well, that | won't

even ask that.
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Is that the option that you're
recomendi ng to the Comm ssi on?

A I think absent approval of |icense renewal
that is the appropriate option is to assume -- to
make what ever judgments the | CC nakes based upon
what is known which is the original |icense term of
the plants.

Q So in making its decision, the Comm ssion
shoul d not consider the possibility of renewals at
all?

A That's ny consi dered opi ni on, yes.

Q And as to the three options that
identified, zero renewals, sone renewals or all
renewal s, you're not prepared to nake a
reconmendati on on either of those three?

A | told you ny fourth option which is not to
consi der license renewals as part of the
del i berati ons.

Q Let me rephrase it directly.

You woul d recommend none of those three
options?

A I would reconmmend none of the three options.
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1 MR, REDDI CK:  Thank you.

2 JUDGE HI LLI ARD: Anybody el se?

3 EXAM NATI ON

4 BY

5 JUDGE HI LLI ARD:

6 Q M. Callan, have there been any applications

7 for renewal that have been deni ed by the NRC?

8 A There have been no applications denied by --
9 well, there have been no applications denied, right.
10 Q And are the two that were granted the two

11 that have been applied for, is that nore than one
12 generator? Are there nore than one generator

13 involved in those applications?

14 A More than one utility and nore than one
15 design type, but none of themare simlar to the

16 designs that Commonweal th has.

17 JUDGE HI LLI ARD: Thank you.

18 JUDGE CASEY: Redirect?

19 VR FELDMEI ER  Can we have a nonent.

20 JUDGE CASEY: Let's take a five-mnute break.
21 MR FEIN M. Examners, can | ask a follow-up

22 question to the Exam ner's question because | think

862



10

11

12

13

14

15

16

17

18

19

20

21

22

it's contrary to what was stated earli er and maybe
the witness can clarify his testinmony so this
woul dn't have to be covered on redirect.
JUDGE HI LLI ARD: Ckay.
FURTHER CROSS - EXAM NATI ON
BY
MR FEI'N
Q If | understand your response to the Hearing
Exam ner's question, you stated that none of the
pl ants that have been applied for license renewal s
are of the sane, did you say design as Conmonweal th
Edi son?
A No, none of the plants that have approved --
been approved are the sane.

In other words, | testified earlier one
of the four -- one of the two plants that have
application before the Commission is a simlar
design to sone of the Commonweal th plants, yes, but
none of the ones that are approved are simlar.

MR, FEIN.  Thank you
JUDGE CASEY: We'll take a five-mnute break

W're off the record.
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(Whereupon, a brief
recess was taken.)

JUDGE HI LLI ARD: Redirect?

JUDGE CASEY: Back on the record.

MR, FELDMEI ER W have a brief couple questions.

REDI RECT EXAM NATI ON
BY
MR, FELDVEI ER:

Q M. Callan, M. Robertson asked you a
question during your cross-exam nation about whet her
the NRC s orders approving the transfer of the
license for one of ConkEd' s nucl ear stations
contained a requirement that ConkEd col | ect $121
mllion for a six-year period as a condition of the
transfer.

Do you recall that question?

A I do recall the question.

Q Whul d you expect to see a provision |like the
one that M. Robertson described in an NRC order
resolving a license transfer application?

A No. | would not expect to. That's why I

had di fficulty understandi ng the question.
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Q Could you tell us why --

A I would not expect to see it.

Q Could you tell us why you woul dn't expect
t hat ?

A That is a -- that is the donain of the
econom ¢ regul ator, the st ate regul ator to make
t hose ki nds of deci sions.

If you read the order, the order sinply
says that at the tine of license transfer, whatever
arrangenents is nade by t he state regul ators, that
arrangenent is subject to NRC approval before the
actual license transfer so NRC has to buy off, if
you will, has to buy off on whatever the arrangenent
is and has to assure itself that whatever the
arrangenent is neets the intent of the NRC
regul ations, but it will not prescribe any
arrangenent .

Q In response to a question fromthe Hearing
Exam ner, you indicated that no license transfer
appl i cati ons have been denied by the NRC

Do you recall that question and answer?

A | do recall that.
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Q Have any license -- I'msorry, | msspoke

That no license renewal applications have
been denied by the NRC. Do you recall that question
and answer ?

A | do recall that.

Q Have any |icense renewal applications been
abandoned by the |icensee?

A Vll, we know of two relatively high
visibility cases that predated the revision to the
regul ations. The Monticello case and the Yankee
Rowe case -- Yankee Atonmic case, |'msorry.

W don't know about all the other cases
where |icensees or utilities |ooked at the situation
and el ected not to nmake the application, but we know
of those two cases.

Q In those two cases can you tell us why the
appl i cati ons were abandoned?

A VWl l, in the case of the Yankee Atonic
process, they had showed early int erest but
identified sone flaws, sonme technical issues
pertaining to their reactor pressure vessel that

were resol vabl e but at great expense.
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And at that point it becane an economc
decision that it just wasn't worth the cost to nake
the necessary renedies to proceed with |icense
renewal .

In the case of Munticello, it's alittle
bit nmore conplex; but to a certain extent there were
some technical issues that woul d have been expensive
for Monticello to resolve prior to being granted
| i cense renewal .

But in addition to that, the state
regul ators placed a restriction on Mnticello that
the -- that there had to be a long-termresol ution
to the spent fuel storage issue as a precondition
for proceeding with |license renewal, so you had a
coupl e issues there with Mnticello.

Q Finally, in response to a question fromthe
Heari ng Exami ner, you indicated that in the two
i nstances where |icense renewal applications have
been granted by the NRC, the facilities were
invol ved -- that were involved were of a different
design than ConEd's nuclear facilities.

Do you recall that answer?
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A | do recall that answer.

Q Wy is that an inportant factor?

A Well, the design of at least the first
coupl e Cormmonweal th plants that woul d probably
request license renewal are boiling water reactors,
and they bring with thema suite of technical issues
that are -- sone are known, sone are not as well
known, t hat overlapped to a certain extent some of
the issues that have al ready been dealt wi th; but
several of the technical issues have not been
scrutinized in ternms of the aging issue that's
pivotal to the license renewal decision

And I'mnot predicting -- | don't want to
predi ct doom and gl oom but until those technica
i ssues are tested through the application process,
there's nore uncertainty than there otherw se woul d
be with boiling water reactors.

MR FELDVEIER W have --

THE WTNESS: Let nme add one thing to ny earlier
response i n conpl et eness.

The Yankee Atomc case is particularly

instructive because as part of the discovery, the
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techni cal review and the di scovery that they went
through to prepare their application for |icense
renewal , they essentially identified a technica

i ssue that caused themto go in early

deconmi ssioning. So there's that risk. That's

sonmet hi ng we haven't tal ked about, but there is that

risk. It's caused sonme consternation in the

i ndustry.

But that's an additional and that's built

into the regulation. The regulation for |icense

renewal says that, hey, if you do identify something

that is of sufficient significance, you have to

resolve it real tinme. You don't have the option to

ignore it. You have to deal with it. And depending

on what the issue is, it could have that outcone.
MR FELDMVEIER  We'd have no further redirect.
JUDGE CASEY: (O oss?
(Change of reporters.)
VR ROBERTSON I"d like to -- | don't have
sufficient copies, but 1'd like to get the order

approving transfer of |icense and conform ng

agreenments in the Braidwod Station Units, | and |
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fromthe Nucl ear Regul atory Comm ssion marked as

I EC Cross Exhibit 1.

JUDCGE CASEY: It'd be actually 16.
MR, ROBERTSON: 16?7 Ch, we're going -- I'm
sorry.

JUDGE CASEY: 16.
(Whereupon, I1EC Cross
Exhibit No. 16 was
marked for identification
as of this date.)
JUDGE CASEY: M. Robertson, what was the nane

of the docunent? It's an order?

VR ROBERTSON "Il read the title into the
record.

JUDGE CASEY: You may already. | didn't catch
it.

MR, ROBERTSON: It's an order approving transfer

of license and conform ng anmendnents issued by the
United States Regulatory Conmission in relation to
Conmonweal t h Edi son Conpany, Brai dwood Station Units

I and Il dated the 3rd of August 2000.
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RECRCSS - EXAM NATI ON
BY
MR ROBERTSON:

Q And 1'd like you to tell ne where the NRC

reserves the right in this order to consider further

the transfer of the |icense?

MR, FELDMEI ER Coul d he see a copy of that?

MR, ROBERTSON: Yes.

MR, FELDMEI ER I"d just object briefly.

I think that m scharacterizes the exact

answer the witness gave in response to your
questi on.

THE W TNESS: My response was that the NRC --

JUDGE CASEY: Whoa, whoa, whoa.

JUDGE HI LLI ARD: vell --

JUDGE CASEY: The objection is that it
m scharacterizes an earlier answer; is that the
obj ection?

MR, FELDMEI ER Yes, and it goes beyond the
scope of what | asked himon redirect.

JUDGE CASEY: Vell, M. Robertson?

BY MR ROBERTSON
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Q If I understood your testinony on direct,
you indicated that you woul d not expect the NRC to
condition its order on the recovery of any amount of
deconmi ssioning by the electric utility; is that
correct --

A No.

Q -- on the |license?

A As | understand your question, the answer is
no.

Q Al right. Then is it your testinony that
the NRC has preserved to itself the right to
reconsider the transfer of the license if it doesn't
like what the Illinois Commerce Conmi ssion does?

A The order -- the order is contingent upon an
acceptable instrunment. And | read --

Q And the instrunment you're referring to would
be the agreenment between the transferee and the

transferor --

A | read the --
Q -- is that correct?
A -- read this sentence. It says, "The

deconmi ssioning trust agreenments wth Brai dwod --
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here Braidwood Units | and Il at the time of the
transfer of the units to Exel on Generating Conpany
is effective. Thereafter -- and thereafter, are
subject to the following: That the decomm ssi oni ng
trust agreenments nust be -- must be in a form
acceptable to the NRC "

Q Al right.

A And then it goes on -- okay.

Q So you're saying that because they have the
right and have reserved the right to review the
nucl ear deconmi ssioning trust fund agreenents
t hensel ves, you woul dn't expect themto condition
their order on the recovery of a particul ar anmou nt

of noney; is that correct --

A vell .

Q -- through --

A That's correct.

Q -- through the decomm ssioning rider?

A They woul dn't. The NRC is not an economic
regulator. It does not inpose on the state

regul ator a prescriptive solution to doing this.

Q VWhat if it was against the law to transfer
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the nuclear trust, isn't the NRC inposing a
particular solution in its order here?

What if it was against the lawin
Il'linois to transfer these trusts at all? Isn't the
NRC i nposi ng a sol ution here?

A Vll, the NRC says -- I'mnot sure it's
i mposi ng anyt hi ng.

It just says that if you elect to fall
through on the nerger and transfer the |icenses,
then the trust agreements -- I'mjust reading it
again -- have to be acceptable to the NRC. So if
it's against the law, then, presumably, it wouldn't
happen. But if it happens, it has to be acceptable.

Q Ckay. In your experience, do the trust fund
agreements that are presented to the NRC
traditionally deal with the managenent -- strike
t hat .

Do they traditionally deal with deposits
to, the managenent of, and distributions fromthe
trust for nucl ear deconm ssioni ng?

A | hate to ask you to restate that, but --

Q Do -- in your experience, do the trust
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agreenents that are presented to the NRC
traditionally deal with contributions to, mechanics
for that; distribution from nechanics for that, the
assets of the trust for nucl ear decomm ssioni ng?

A I don't have the sufficient experience to
give you -- and the specifics of the financial --
the specifics about each utility.

Il -- I"'msorry. | can't -- | can't
answer that question beyond what |'ve al ready
answer ed.

Q Al right. So you cannot, as you sit here
today, tell us whether or not sonme or any or none of
the trust agreenents approved by the NRC reference
in any way the collection nechani sminposed by a
state comm ssion for deconm ssioning costs; is t hat
correct?

A That is correct.

Q So you don't know, as you sit here today,

whet her or not the Conmm ssion has or will -- strike
t hat .
MR, ROBERTSON: I have nothing further

JUDGE CASEY: Any additional recross?
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I have a coupl e questions.
EXAM NATI ON
BY
JUDGE CASEY

Q Wth respect to design differences, you

indicate the two -- or the ones nost likely to come
up on the Conkd pipeline, if you will, are
boiling --

A Boi |l i ng water reactors.

Q Boi |l i ng water reactors.

Are the two pending applications, you
said that they were simlar in design, are those
al so?

A One of the two pending applications is of a
design that's relatively close to the designs of the
two | ead Commonweal th stations.

Q And with respect to the two abandoned or
wi t hdrawn applications, are you fanmliar with the
desi gn of those?

A. Yes. One -- one of those two, the Yankee
Atomic Design, is an early generation, if you wll,

of boiling water reactors.
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JUDGE CASEY: Ckay. And any re-redirect?

MR, FELDVEI ER: No.

JUDGE CASEY: Ckay. The witness is excused.

VR FELDMEI ER Just so the record's clear,

Edi son Exhibit 9 and the portions of Exhibit 1 are
adm tted?

JUDGE HI LLI ARD: 14?

MR, FELDMEI ER 14. | apol ogi ze.

JUDGE CASEY: Exhibit 9, rebuttal testi nony of
Joseph Callan is admtted. Exhibit 14, Question 1,
the response thereto, the first paragraph and the
first two sentences of the second paragraph and the
answer in the second is admtted.

M. Robertson, with respect to Il EC Cross
Exhibit 16, you hadn't made a noti on.
(Wher eupon, Contd
Exhibit Nos. 9 and 14 were
admtted into evidence as

of this date.)

VR ROBERTSON I"1l make a nmotion at this tine.
JUDGE CASEY: Is there any object ion?
Al right. II1EC Cross Exhibit -- I'm
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sorry, M. Feldneier, did you have an objection?

MR, FELDMEI ER No. No objection

JUDGE CASEY: 1 EC, the order approving
transfer -- we'll call that docunent order approving
transfer of Braidwood is admtted.

(Wher eupon, Cross
Exhibit No. 16 was
admtted into evidence as

of this date.)

JUDGE CASEY: Yeah. At this time, we're going

to go off record. Before everyone |eaves the room

we'd like to get sone tine estimates for the

remai ni ng W tness.

Ve will

So at this tine, we're off the record.
resume again at 1:15
(Wher eupon, a |uncheon
recess was taken to resune
at 1:15 p.m)
AFTERNOON SESSION: 1: 25 p. m
(Wher eupon, Peopl es
Exhibit Nos. 1.0 and 2.0 were

mar ked for identification)
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JUDGE CASEY: W' re back on the

record.
The Peopl e have a witness; is that
correct?
MR KAM NSKI : Yes, your Honor.

(Wtness sworn.)
JUDGE CASEY: Be seated
JUDGE HI LLI ARD: Let the record show that we
indicated we'd reconvene at 1:15 and it's now 1:25.
JUDGE CASEY: M. Kam nski ?
MR KAM NSKI : Yes.
DAVI D J. EFFRON,
called as a witness herein, having been first duly
sworn, was examined and testified as foll ows:
DI RECT EXAM NATI ON
BY
MR KAM NSKI :
Q Pl ease state your full name, spelling the
| ast name for the court reporter
A David J. Effron, E-f-f-r-o-n
Q Are you the sanme David J. Effron that has

prepared prefiled testinony in this docket?
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A Yes, | have.

Q I show you now what has been mar ked Peopl es
Exhibit 1.0 for identification entitled Direct
Testimony of David Effron on behalf of People of the
State of Illinois consisting of 26 pages of
questions and ni ne pages of attachments.

A Yes.

Q And are you famliar with Peoples
Exhi bit 1.07?

A Yes, | am

Q Is this the prefiled direct testinony that
you prepared in this docket?

A Yes, it is.

Q Are there any additions, nodifications or
corrections that you' d like to make?

A No.

Q And if | asked the sane questions as the
prefiled direct testinmony, would your answers be the
same?

A Yes, they woul d.

Q I now show you what is marked as Peopl es

Exhibit 2.0 --
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A Yes, | have that.

Q -- for identification entitled Rebuttal
Testimony of David Effron on behalf of the Peopl e of
the State of Illinois consisting of six pages of
questions and answers and three pages of
attachnents?

A Yes, | have that.

Q Are you famliar with Peoples Exhibit 2.07?

A Yes, | am

Q Is this the prefiled rebuttal testinony that
you prepared for this docket?

A Yes, it is.

Q Are ther e any additions, nodifications or
corrections that you would |ike to nmake?

A No, there are not.

Q If I asked the sanme questions in this
prefiled rebuttal testinony, would your answers be
t he sane?

A Yes, they woul d.

Q I show you now what is marked as Peopl es
Exhibit 2.1 for identification entitled Arended

Rebut tal Testinony of David Effron.
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A Yes, | have that.
Q And consisting of four pages of questions

and answers and two pages of attachnents?

A Yes, | have that.

Q Are you famliar with Peoples Exhibit 2.1?
A Yes, | am

Q Is this the prefiled amended rebuttal

testinmony that you had prepared in this docket?

A Yes, it is.

Q Are there any additions, nodifications or
corrections you' d like to make to this testinony?

A No, there are not.

Q I f asked the sane questions in this amended
rebuttal testinony, would your answers be the sane?

A Yes, they woul d.

MR, KAM NSKI : Your Honor, the People nove for
the adm ssion of evidence -- of direct testinony of
David Effron consisting of 26 pages of questions and
ni ne pages of -- I'msorry, questions and answer s
and ni ne pages of attachnments as marked 1.0, and
rebuttal testinony of David Effron consisting of six

pages of questions and answers and three pages of
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attachnments marked as Peoples 2.0, and Peoples --
the amended rebuttal testinmony of David Effron
consi sting of four pages of questions and answer s
and two pages of attachnents marked Peopl es
Exhibit 2.1, and tender the w tness for
Cross-exam nati on.

JUDGE HI LLI ARD: Any obj ections to those
exhi bit s?

MR, MC KENNA: No obj ecti on.

JUDGE HI LLI ARD: Al right. They'll be admtted

subj ect to cross-exam nation.
(Wher eupon, Peopl es
Exhibit Nos. 1.0 and 2.0 were
admtted into evidence as
of this date.)
CRCSS - EXAM NATI ON
BY
MR MC KENNA:
Q Afternoon, M. Effron.
A Good afternoon, M. MKenna.
Q And | represent ConEd, as you're probably

awar e.
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Could we start with your educati onal
background, please, sir. You have a bachelor's
degree, as | understand i t, fromDartnouth, right?

A That's correct.
And an MBA from Col unbi a?
That's right, yes.
No degree in nucl ear engineering, right?
I''mnot an engi neer.

Ckay. You're a certified public accountant?

> o0 >» O > O

Yes, | am

Q And you were an auditor and a consul tant
Touche Ross at one tine?

A That's correct. Now Deloit Touche.

Q And you worked in capital investnent
anal ysis and controls at GQulf Wstern?

A That's correct.

Q And you' ve been a regulatory consultant for

a nunber of years for different consulting firns?

A |'ve been on ny own about 18 years now. And
total experience, | think, at this point is 22
years.

Q Al right. It's right, is it not, that you
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don't have any hands-on experience in radiologically
deconmi ssi oni ng a nucl ear power plant?

A |'ve never been involved nyself directly in
deconmi ssi oni ng a nucl ear power plant, no.

Q And you don't hold yourself out in any
fashion as a cost engi neer?

A I"'mnot an engineer. So in that regard, |I'm
not a cost engineer

On the other hand, I am know edgeabl e

about some areas of cost, but not the engineering
aspect in particular

Q But you're not a nmenber of the American

Soci ety of Cost Engineers, for exanple?

A I am not.
Q Ckay.
A That's correct.

Q Al right. And you've not published any
scientific peer-reviewed articles on the subject of
nucl ear engi neering?

A No, | have not.

Q And you have haven't published any articles

on the subject of cost estimating?
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A I haven't published any articles on
anyt hi ng.

Q kay. In fact, no articles, no papers, no
speeches, no presentati ons about nucl ear power or
di vestiture of nucl ear power or decomm ssioning of
power plants?

A O anything else, for that matter.

Q Ckay. Al right.

Let's nove away from your backgro und.
Let's tal k about your testinony.

Cenerally -- and | refer you to page 4 of
your testinony, your direct testinmony -- it is your
contention that, at the time of a transfer of the
power plants at issue to Genco, ConkEd already wll
have col |l ected adequate funds to provide for
deconmi ssi oni ng?

A Yes.

Q And that no further funds need be coll ected
fromratepayers by ConEd in connection with that
transfer?

A That's correct, yes.

Q Al right. Now, | want to ask you sone
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questions about how you got there.

And the first thing 1'mgoing to do is
take you through your amended rebuttal charts, but
before we get there, | just want to understand.
What you do, generally, in your analysis is you
start with M. LaCuardia's cost studies, correct?

A That's correct, yes.

Q And then you adjust themin certain ways
right?

A | looked at the effect of making different

adj ustnents, yes.

Q And you, in fact, nade sone adjustnents,
right?
A That's correct, yes.

Q And then you array the adjusted bal ances and
make some projections of various types, earnings and
so forth, right?

A Yes, using the assunptions as stated in
here, correct.

Q And then you conpare themto what you think
is going to be inthe trusts to what you think is

going to be needed to be deconm ssi oned based on
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your adjustments right?

A That's correct, yes.

Q And in your initial testinmny and what ['1]
call your base case, which I'mgoing to define as

your no-license-renewal case. You with ne,

M. Effron?

A | believe | understand the termas you're
using it.

Q In your base case in your initial direct

testinony, what you conclude is, based on your
adjustnents, ConkEd has 109.9 million in excess in
the decommi ssioning trust, present value, right?

A That's what the nunbers came out with, yes

Q Ckay. But in your anended rebut tal, you
revi se that conclusion, do you not?

A Yes, | did.

Q And what you really find in your anended
rebuttal is that in the base case, ConkEd is just
barely sufficiently funded, right?

A As it comes out, yes.

Q One million dollars, right?

A VWhich -- which is, for practical purposes, a
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zero given the magnitude of the nunbers we're
tal ki ng about, vyes.

Q Now, let's turn to that page of your anended
rebuttal testinony which is your Exhibit 2.1 and
your chart DJE 1-B.

Do you have that, M. Effron?

A Yes, | do.

Q Ckay. And when I'mtal ki ng about the base
case, |I'mtalking about the second Iine of entries
on your schedule DJE 1-B, right?

A If that's the way you define it, fine. Yes.

Q VWll -- and what that does is that includes
the adjustnents that you proposed naking in your
direct testinony, right?

A Correct.

Q The escal ati on which you in your direct
testinony say ConEd used, right?

A That was the ConEd assunption, yes, the 4.11
percent, yes.

Q We'll cone back to that, but that's what it

And then you've got for the without
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i cense extension, that's where your
one-mllion-dollar excess appears, right?

A That's correct, yes.

Q And as | understand it, the way you got to
that one-mllion-dollar excess fromyour conclusion
as expressed in your direct testinony is you nmade
sonme adj ustnments based on unrealized taxes?

A Yes, that's right.

Q Now, I'd Iike you to hold onto DJE 1-B and
I"d like you to go to DJE 1 as attached to your
direct testinony.

A | have that, yes.

Q Ckay. And | just want to focus on the first
colum in DIE 1, so we all understand where you were
in your direct and what you got to for your base
case in your rebuttal

That's first colum is w thout |icense
extension, right?

A Correct.

Q kay. The first line item 168.1, that's
your concl usi on based on your adjustnments as to the

operating units overfunding on a collective basis,
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right?

A Correct, yes.

Q Ckay. And then your second line is the
deficiency of the closed units, right?

A That's correct, yes.

Q And that |eads you to concl ude
prelimnarily, that you' ve got $85 nillion
deficiency in this case of your analysis in the
deconmi ssioning trust, right?

A That's before | take into account the other
sources of funds --

Q Exactly.

A -- avail able.

Q Exactly. That's what 1'mgetting at.

Then you add in several nore sources of
funds, sone prior collections, some '99 collections
contributed in 2000 and sone 2000 col | ecti ons,
right?

A Correct.

Q And when you add all those into this
deficiency, you cone up with your $109.9 mllion

overfunding, right?
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A That's right, yes.

Q Now, goi ng back to DJE 1-B, what happened
was you realized that in calculating the amount in
the deconmmi ssioning trusts, you failed to take into
account sone unrealized tax liabilities, right?

A That's correct, yes, that | had to go
through a nunber of rounds of information requests
to devel op.

Q Ckay. Al right. But you finally found out
that there was about $150 million in gains on which
taxes had not yet been paid that was incorporated
into the total balances as of the end of ' 99 in the
deconmi ssioning trusts?

A That's correct, yes.

Q Ckay. And what you said to yourself was,
Wll, gee. In true econonic reality, those taxes
wi Il have to be paid and ought to be deducted in
some way fromthe anount in the deconm ssioning
trusts, right?

A Those taxes -- that tax liability of
unreal i zed gains had not otherw se been recogni zed,

so there woul d have to be sone recognition of the --
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of that tax liability, yes.

Q And the way you went about doing that was
you assumed that those taxes will be paid over a
period of 7.8 years, right?

A Based on the information | had then, | felt
that was a reasonabl e assunption, yes.

Q Ckay.

A And there had to be sone assunptions as to
what the paynent period would be to figure out what
the present value of that liability is.

Q Right. And then by assum ng that they would
be paid over 7.8 years, you arrived at an annua
pay-down anmount and then that allowed you to then
adj ust the amount in the deconm ssioning trust for
pur poses of your analysis, right?

A That's correct.

Q And that's what | ed you to go fromthinking
in your direct that you were 109.9 overfunded to
thinking in your anended rebuttal in the base case
that you were one mllion dollars overfunded?

A As you' ve defined the term base case, yes.

Q Ckay. Now, the tax issue, taxes are
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actually incurred when gains in portfolios are
realized, right?

A That's correct.

Q Ckay. And what your -- what you're really
doi ng when you say 7.8 years is you're trying to
estimate when the gains that are in the portfolio as
of the end of the year '99 will be realized, right?

A That's correct, yes, because we can't know
that with certainty as we sit here now.

MR MC KENNA: Ckay. |I'mgoing to mark a cross
exhi bit here.

(Wher eupon, Cross
Exhibit No. 17 was
marked for identification
as of this date.)
BY MR MC KENNA:

Q M. Effron, what |1've marked ContEd Cross
Exhibit 17 is a ConEd data request response in the
99 reconciliation -- I'msorry, in the '99
deconmi ssioning Rider 31 proceeding. It's a
response to Staff Data Request FD 1.

Do you have that in front of you?
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A | have that in front of me, yes

Q And if you |l ook at the second page, does
that not give a -- an analysis of unrealized gains
based on historic turnover ratio?

A It gives a calculation of the turnover ratio
and then uses that turnover ratio to estimate what
the realization period would be for the unrealized
gains as of a point in tinme.

That's the way | woul d characterize it
here, understanding this is the first time |I've seen
t hi s.

Q Fai r enough

And that analysis, using the historica
turnover ratio for the portfolios, includes that
appropriate assuned period for realizing gains in
the portfolio is three years, right?

A Based on the turnover ratio that's
calcul ated here, that's what the assunption appears
to be.

Q Right. And you used a 7.8 year assunption
based on a different methodol ogy, right?

A Yes, but mne was based on what the actua
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gains were that were experienced in 1999, which was
the highest of any of the three years that | had
information for.

Q But if you used a three-year ratio or a
three year assuned period for realization of gain,
your outcone in the anended rebuttal exhibit we've
been | ooking at would be different in the base case,
would it not?

A No doubt it woul d be sonewhat different.

Q It would be a deficiency, would it not?
A It would be a slight deficiency in that
case, yes.

Q Ckay. Let's nmove on, if we could.

I want to t al k now about the adjustnents
you made to M. LaCuardia's study in connection with
the schedules that are attached to your direct
testi nony.

Now, what you did, as | understand your
testinmony, is you elimnated all of M. LaGuardia's
conti ngency anounts, right?

A Yes.

Q kay. However, if for a given plant, for a
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given station -- not unit, but station,

M. LaCGuardia's estimate mnus the contingency you

t ake out

deconmi ssi oni ng,

A That was the convention |

is less than the NRC m ni num f or

Q kay. So let's take a | ook at

you go with the NRC m ni num

used, yes.

if you

woul d, DJE 4, which is attached to your direct

testi nony.

wth ne,

A I

And if you |l ook at Columm 5
M. Effron?

bel i eve so.

Q If you ook at Columm 5 of DJE 4,

right?

are you

each of

these entries in that colum represents your

consi dered opinion as to the appropriate amunt of

requi red decomm ssioning funds by station -- or
sorry. Actually, | take that back -- by unit,
right?

A By unit, yeah. That's an inportant

di stincti

on.

Q Right. Okay. And you do that by unit

because,

m ni muns,

in particular, in the case of the NRC

those are cal culated by units,

right?

I''m

897



10

11

12

13

14

15

16

17

18

19

20

21

22

A They're cal culated by unit s, yes.

Q And if we just go through Colum 5 here, the
very first entry for Dresden Il, that's an NRC
m ni mum not a free-standing fromthe-ground-up
deconmi ssioning estimate, right?

A That's correct, yes.

Q And if you look at the third entry for Quad
I, that's an NRC mininum right?

A Yes, that's correct.

Q And if you look at the fifth entry, LaSalle
I, that's an NRC mininum right?

A That's correct.

Q And the sane is true with Byron | and
Brai dwood 1, right?

A Yes, that's correct.

Q And what that tells us is that half of your
entries are NRC mininmuns and half are
M. LaGuardia's from-the-ground-up estinate
adj usted, right?

A That's correct. And | believe doing that on
a unit-by-unit basis here was an especially

conservative approach that | used, but it's an
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assunpti on.

Q Ckay.

A That's what it is.

Q But what | want to make clear is, it's your
assunption -- it's the assunption you're using in
testifying to the Comm ssion whether ConEd shoul d be
entitled to collect nore funds fromratepayers to
pay for decomm ssioning, right?

A It's an assunption | used in this particul ar
scenario, |I'lIl use for lack of a better term in
this set of assunptions.

Q And what you're saying to the Conmmi ssion is,
in your considered opinion for purposes of deciding
whet her ConEd and its rates should be entitled to
recover nore fromratepayers for decomm ssioning,
you believe that in half of the units, the
Conmi ssion should rely upon the NRC m nimum right?

A That's what it cones out with inthis -- in
this particular, again, set of assunptions and that
| used.

MR MC KENNA:  Ckay. |'mgoing to mark another

exhi bit.
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(Wher eupon, Cross
Exhi bit No. 18 was
marked for identification
as of this date.)
BY MR MC KENNA:

Q M. Effron, what |'ve handed to you is a
copy of ConEd Cross 18 which is a copy of an NRC
regul ation, 10 CFR 50.75, and it's where you find
the table of m ni num anounts.

If you notice section 50.75Cis the table
of m ni num anounts, right?

It's at the bottomof the very first

page.
A Coul d I have that reference agai n?
Q If you l ook at the bottom of the page where

it says, "C' in parentheses, it says, "Table of
m ni mum amounts,” right?

A Yes, | see.

Q And if you go to the next page, the ac tual
formula is there, right?

A Yes.

Q VWi ch is where you got your NRC m ni muns
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for, right?

A Yes. Actually, | relied on ConEd' s actua
cal cul ations --

Q Ckay.

A -- but it's the sanme thing, yes.

Q But that's where ConEd got it fronf

A Yes.

Q Ckay. Now, sir, | want you to | ook at the
very first section of the regulation, if you would,
because the | ast sentence of that fi rst section
appears right there under the title. 1t says, does
it not, "The requirenents of this section, in
particul ar Paragraph C, which is the mni nunms of
this section, are in addition to and not
substitutions for other requirenents and are not
i ntended to be used by thensel ves by other agencies
to establish rates.”

It says that, doesn't it?

A That's what it says, yes.

Q So what the NRCis saying in this regul ation
is you can't use ny minimuns to establish rates in

isolation, right, sir?

901



10

11

12

13

14

15

16

17

18

19

20

21

22

A If m ght have a nonent.

| hate to get into a legal interpretation

of this.
Ckay. | don't want you to.

A I'"'mnot an attorney.

Q Vll, let me ask you a coupl e questions,
M. Effron.

You' re not an attorney, right?

A I'"'mnot an attorney.

Q You're not an NRC technical expert, right?

A | don't work for the NRC

Q kay. | read the regulation to you

correctly, the way it reads, right?

A As | recall, yes.

Q Ckay.

A Your words were an accurate representation
of what's here.

Q And you used NRC m ni nums for purposes of

taking a position with the | CC about whether and how

much ConEd shoul d collect fromratepayers for
deconmi ssioning, right?

A | used that as the bottom bel ow whi ch the
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estimated cost woul dn't go.

| used it in a way that had the effect of
increasing the all owance for deconm ssioni ng above
what it would have been if 1'd used either the --
all the NRC mininmuns or all of the estimates
excl udi ng contingencies factors excl usive.

So | think | used it in a conservative
way that -- again, | hate to get into a |egal
interpretation that |I don't think would be
i nconsi stent with my understanding of what's
i ntended here.

Q But, M. Effron, what | was trying to ask
you is, very sinply, it's true used the m ni muns for
rat e maki ng purposes, did you not?

A Utimately, it would affect the rates, yes.

Q Ckay. Thank you.

Now, | want to tal k about renoval of the
contingency all owances, which is sort of the one of
the buildi ng bl ocks of your analysis in your direct
testinmony; woul d you agree?

A I don't know -- | wouldn't use the term

bui | di ng bl ock exactly.
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Again, all | would say is that was one of
several different sets of assunptions | |ooked at in
my testinony.

Q Al right. And on Page 9, one of the things
you did say in your direct testinmony is that
conti ngency all owances should not be included in the
estimate of the cost of deconm ssioning that serves
as the basis for determ ning the annual anounts
necessary to fund the reasonabl e costs of
deconmi ssioning, right?

A Yes.

Q Ckay. And in support of that assert ion by
you at Page 9 of your testinony, you cited two
di fferent Conm ssion orders, right?

A That's correct, yes.

Q You cited one from 1987, whi ch was Docket
No. 86-01257?

A Correct.

Q And anot her from 1995 which i s Docket
No. 94-0065, right?

A That's correct.

Q But you are aware, ar e you not, that in
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1997, after those two particul ar decisions you
relied upon cane down, the Conm ssion reversed
itself and deci ded that contingency all owances were
appropriate for R der 31 collections by Contd,
right?
A Yes, |'maware of that.
JUDGE HI LLI ARD: Excuse me, Counsel. What page
of the testinony were you on?
VR MC KENNA: That was where he cites to those
Conmi ssion orders is Page 12, Lines 1 to 18.
JUDGE HI LLI ARD: Thank y ou.
MR, MC KENNA: Wul d you mark this as the next
exhi bit, please
(Wher eupon, Cross
Exhi bit No. 19 was
marked for identification
as of this date.)
BY MR MC KENNA:
Q Al right. And now, what |'ve marked as
ConEd Cross Exhibit 19 is a copy of the Conm ssion's
deci sion in Docket No. 97-0110, M. Effron

And you can | ook at any part of it you
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want, but I'mconcerned only with the Conmi ssion's
anal ysis and concl usions at Page 9.

A I'"'mon Page 9.

Q Ckay. And in that case, in the context of
site-specific studies by M. LaCuardia, the
Conmi ssion stated, "W are of the opinion that
M. LaGuardia properly applied activity-by-activity
conti ngency al |l owances whi ch properly reflect
unpredi ctable field problens which nay arise,”
right?

A That's what he states, yes.

Q And the Comm ssion further said, "The
Commi ssion is satisfied that his --
M. LaCuardia's -- past experience with
deconmi ssi oning projects indicates that problens
wi Il occur to cause the deconm ssioning contractor
to deviate fromthe opti mal performance of the
deconmi ssi oni ng task which is assunmed in the cost
estimate," right?

A You read correctly.

Q Ckay. Now, you propose that task-by-task

activity-by-activity contingency allowances in
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M. LaGuardia's cost studies which are in evidence
here be removed, right?

A Yes. Again, that was one of the scenarios
| ooked at.

Q Ckay. And as | understand it, one of the
reasons that you suggest that -- and if you | ook at
Page 10 of your testinony, Line 12 -- is contingency
factors are inappropriate because ConEd has chosen
to decommission its plants inmedi ately after the
cessation of their operations, right?

A I think you have to read what was said in
the context of the testinony.

Q Ckay. Well, you say -- you say there are
three alternative deconm ssioni ng nethods. You go
through them You then say in estimating
deconmi ssi oni ng costs, the conpany has assuned
i medi ate dismantling which is the nost costly of
the three, right?

A That's correct.

Q Then you say a sentence later, "G ven that
t he conpany has assumed the nost costly of the

three, there is no need to further increase costs by

907



10

11

12

13

14

15

16

17

18

19

20

21

22

the addition of contingency allowances,"” right?
A VWell, the copy | have here, it's two

sentences | ater.

Ckay. I'11 accept that.

There's a sentence in between.

But that's what you say, right?

> O > 0

VWhat -- well, | think to get the meaning of
it, that sentence in the mddle should be taken into
consi deration, too, but the words that you used do
appear on the page, yes.

Q But isn't it a fact, sir, that contingency
al | owances don't have anything to do with what type
of deconmi ssi oning process a conpany chooses to
follow. They have to do with ensuring that there's
sufficient funds on a task-by-task basis to
decommi ssi on?

A They don't directly have anything to do with
the alternative that's assuned.

And, for exanple, getting to the next
point | had here, they don't have anything directly
to do either with whether the site restoration costs

are --
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Q Let's hold on on site restoration

But -- but what | was going to say is what

we're trying to do here is to figure out what the

amount that should be included in the cost of
service is for the purpose of providi ng adequate
deconmi ssi oni ng fundi ng.

And | think all of these are related i
that if you keep using a conservative assunption
conservative assunption and conpoundi ng them in
effect, what you' re doing is building in nore
conti ngency factors.

Q Vell, let's stay real focused on ny
question, if we possibly could, M. Effron

I"'mright, aren't |, that contingency
for costs that are going to be incurred, but that
cannot be readily quantified i mediately, right?

A | think a better description would be of

costs that might be incurred, but that can't be

quantified --
Q Ckay.
A -- inmmediately.

Q O they're costs relating to a

n

on

is
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hi gh-probability event then that m ght occur, but
that can't be quantified at the outset, right?

A I haven't seen any specific analysis of the
probabilities that those costs will be incurred.

Qovi ously, M. LaGuardia's opinion, he
assigns a high probability to these costs being
incurred, but | think that he descri bes
ci rcunst ances under which sone of the costs m ght
not be incurred.

Q Ckay. But, in any event, if a continge ncy
is defined as a cost that m ght occur, whether high
probability or not, but you can't tell whether it
will at the outset, there's no direct connection
between that and the nethod chosen to deconmi ssion a
plant, right?

A There's no direct connection, but | believe
there's a relationship simlar to what | descri bed.

Q By the way, in your testinony here on
Page 10, you refer to several different options for
deconmi ssi oni ng, including sonething you cal
ent onbrent fol |l owed by del ayed dismantling, right?

A That's one of the options | understand to
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be, yes.

Q But you agree with nme, don't you, that
entonbrment is not likely to be a valid option
right?

A From what |1've seen, that's not one of the
options that ConEd has been consi dered.

Q Well, and you agree with nme, don' t you, sir,
that there is no NRC regul ation detailing the
process of entonbnent, right?

A | believe that's correct.

Q And it's also true, isn't it, that the NRC
has announced to the public that entonbnent is not a
l'ikely prospect for a method of decomm ssioning for
any power plant?

A I -- 1 don't recall the explicit rel ease
that you're referring to, but I can accept that
representation.

Q And, in fact, can you accept, subject to
check, that what the NRC has said about entonbnent
is, "Because nost power reactors wll have
radi onuclides in concentrations exceeding the limts

for unrestricted use even after a hundred years,
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this option may not be feasibl e under current
regul ati ons"?

A "1l accept that subject to check

Q And what they're tal king about there is
they're saying if you entonb a plant, that it wll
take |l onger than 60 years for radioactivity | evels
within that plant that's been entonbed to come down
to the background limts inposed by the NRC?

A It sounded that way.

Q And the NRC s regul ations require that you
get the job done of decomm ssioning within 60 years
fromthe date you shut down, right?

A | believe that's correct.

Q And the hundred years cones in because you
got a 40-year license and you got 60 years to get
deconmi ssi oned, right?

A Yes.

Q So when you tal k about entonbnent or
i medi ate dismantling or safe storage, you're not
tal ki ng about that from a standpoint of persona
know edge about what those things involve or even

whi ch one of thems permtted?
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A | was relying on M. LaCuardia's studies in
that regard.

Q Al right.

A | believe he addressed each of these three
options.

Q Ckay. Now, we're ready to talk about site
restoration, and that's Page 11 of your testinony.
And that's a third reason, as | understand your
testinmony at Line 11 of Page 11, that you believe a
contingency factor is inappropriate, right?

A Yes, that's what it states here. Site
restoration costs are included. Then, again, what
you woul d be getting into is what | described before
that, that conpoundi ng contingency scenari o.

Q A coupl e background questions first.

You understand that M. LaCuardia has
money in his cost estimates for nonradi ol ogi cal
deconmi ssioning, right?

A Yes, he does.

Q And you don't purport to have the expertise
to say he's right or wong froma nucl ear

deconmi ssi oni ng standpoint to have themin his
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estimate, right?
Do you understand ny question?
A | understand the question. |'mnot sure
there is any expert answer to that.
It's a matter of definition, | guess, as
to what deconmi ssioning entails.
Q Let me try it a different way.
Among ot her things, you agree with e
that M. LaCGuardia says deconmssioning is a --
radi ol ogi cal deconm ssioning -- which we all agree

is required, right?

A | don't think there's any dispute on that.
Q -- is a destructive process, right?
A Yes.

Q And he says based on that, you' re not going
to be able to avoid doing sonething beyond
radi ol ogi cal deconm ssioning, right?

A I -- 1 read his studies and | understood him
to be saying that perhaps there would be a situation
where the site restoration wouldn't be required

Q But let ne follow-up.

You' ve read his studies, but you don't
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have any independent knowl edge, for exanple, about
how destructive radi ol ogi cal deconm ssi oni hg process
will be for any given plant, right, other than what
you read in his study?

A I think, by definition, it's a destructive
process. That's what you're doing. You're
destroying the structures and renoving themand --

Q But, M. Effron, ny question is, you don't
have any personal know edge; you haven't done it
yoursel f; you haven't been out there at a site after
it's been done; you haven't revi ewed vi deot apes,
right?

A | haven't done it nyself, no.

Q Al right. Now, what you say on Page 11 in
the sentence that begins on Line 13 is, "It is ny
understandi ng" -- referring back to nonradiol ogi ca
deconmi ssioning -- "that this goes beyond NRC
requirements.” Then you al so say that this goes
beyond the requirements of Illinois law, right?

A That' s ny under st andi ng, yes. [ m not
trying to offer a legal interpretation, but I'm

saying it's ny understandi ng.
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Q And that' s what I'mgetting at, M. Effron
When you say sonething's your
understanding, first of all, you' re not trying to

cite NRC regul ations to us, right?

A I"mcertainly not trying to cite it when |
tal k about the requirenents -- what ny understandi ng
is of the requirenents of Illinois law, no. And |I'm

not trying to cite the NRC requirenents in relation
to the site restoration.
I"'mrelying on the expertise of others in

that regard

Q Because you don't have personal know edge
sufficient with respect to the full body of NRC
regul ations relating to deconm ssioning to say one
way or anot her which regul ati on does or doesn't
requi re nonradi ol ogi cal decomm ssi oni ng, right?

A Il -- 1 -- in that particular item | relied
on what M. LaQuardia hinself said in his own
st udi es.

Q And with respect to -- and with respect to
the requirenments of Il linois |aw, as you said,

you're not a lawer, right?
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That's correct.

You're not a |and use expert, right?

> O >

No, |'m not.

Q And you haven't reviewed the county's code
or the nunicipal code with respect to what happens
if a hazardous structure exists, right ?

A That's correct.

Q Nor have you reviewed the building code of
any of the counties or towns in which a nucl ear
station is located, right?

A I have not done that, no.

Q You' re saying what you say in this testinony
because of what other people said, right?

A VWat ot her people have said or what -- what
I"ve read in studies or Conm ssion orders and that
ki nd of thing.

Q Now, you al so suggest at this sane page or
perhaps the foll owi ng page that the reason
contingency factors should be excluded in your
analysis is because there are site restoration costs
built into M. LaCuardia's study, right?

A In this particular -- again, this particular
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set of assunptions, that's correct.

Q But, again, I"'mright, aml not, sir, that
there's no direct nexus or connection bet ween
contingency factors line by line, task by task in
M. LaGuardia's study and site restoration costs,
right?

A There's no direct link, but, again, | would
say that they're related in the sense that by
i ncluding costs that m ght not be incurred such as
the site restoration; to ne, that, in effect, is a
conti ngency.

Q But you're not -- I'msorry.

But you're not trying to tell the
Conmi ssion, M. Effron, that contingency costs which
you think should be renoved fromM. LaCuardia's
st udy, when considering what to do in terns of
whet her ConEd shoul d recover nore fromratepayers,
that those have sone direct connection with site
restoration costs?

A They' re not the same thing. | mean, | think
I've explained ny testinmony on what the rel ationship

is.
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Q Ckay. Let's turn to Page 16 of your
testinmony, pl ease.

And the point here, as | understand your
testinmony, sir, is that you think that investnent
earnings on the deconm ssioning trusts are going to
exceed increases over time in deconm ssioning costs,
right?

A Agai n, dependi ng on the assunptions that you
use, yes.
Q And t he assunption you used in your base

case was 4.11 percent, right?

A 4.11 percent is the escalation factor that I
used --

Q Ri ght .

A -- in this case, yes

Q And then you assuned a 7.4 percent earnings
rate on the trust fund bal ances, right?

A | assuned 7.4 percent on the trust fund
bal ances prior to the beginning of the actua
deconmi ssi oni ng process and 5.9 percent subsequent
to the comencenent of the deconm ssioning process.

Q Fair enough. And what that neans is, at
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| east with respect, for exanple, to Braidwod II
what you assuned was that there would be a positive
differential between earnings rate and escal ati on of
deconmi ssioning costs of 3.29 percent -- that's the
math -- for 27 years, right?

A When you say | assunmed, that's correct, but
what | did was adopt ConEd's assunptions.

Q Ckay. Well, nowl'mgoing to cone to that.

Because don't you agree with ne, sir,
that 4.11 percent is not the rate that Conkd
believes is likely or is supported by the evidence?

A You' d probably be better advised to ask that
of the ConEd witnesses as to what they believe or
don't believe.

The assunption that | saw stated is 4.11
percent. | do understand there have been references
to other potential escalation factors.

Q Just to be clear, while we're getting this
exhibit marked, it's not your testinony that ConEd
believes 4.11 percent is the --

MR, KAM NSKI : I believe it's already.

MR, MC KENNA: -- appropriate escal ation factor?
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MR, KAM NSKI : I believe he's already stated he

doesn't know what ConEd bel i eves.

JUDGE HI LLI ARD: I "Il sorry. He doesn't know
what ?
MR, KAM NSKI : He's al ready answered that he

doesn' t know what ConEd believes. So how can he --
this question is inappropriate.
He answered that with the |ast question.
JUDGE CASEY: M. MKenna, what was your

question agai n?

VR MC KENNA: You know, I'll w thdraw the
question, since we'll get this marked and we'll get
nmovi ng.

(Wher eupon, Cross
Exhi bit No. 20 was
marked for identification
as of this date.)
BY MR MC KENNA:
Q M. Effron, what ['ve put in front of you as
ConEd Cross Exhibit No. 19 is ConEd' s response --
JUDGE CASEY: This is 20. You're up to 20. 19

was the '97 order.
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MR, MC KENNA: Thank you
BY MR MC KENNA:

Q M. Effron, 1've got in front of you ConEd
Cross Exhibit 20, which is ConkEd' s response to the
Attorney Ceneral's data request No. 3, Itens 19 to
27. And this is, in particular, AG 26, right?

Ri ght ?

A Yes, it is.

Q And that's who you were hired by in this
case, the AG right?

A Yes.

Q And that's who you're here representing,

yes?
A Yes. | think, technically, it's the People
of the State of Illinois.

Q Fair enough. But it's your cl ient who asked

this data request, right?

A Yes.

Q And the response to this data request |'m
sure you've seen, right?

A I've seen this.

Q And in the response, ConkEd explains, if you
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| ook about hal f way

down the response, first

par agraph, "4. 11 percent cost escalation is not the

rate supported by the testinmny in Docket

No. 99-0115, right

A Let's see.

; that's what they say?

That's what it says, yes.

Q kay. And then it goes on and tal ks about

the rate being actually nore |ike eight percent and

reduced to 4.74 fo

r a bandwidth -- 1'mnot asking

you to agree with that, okay?

But that's what they said, right?

A That's what it says here.

Q Ckay. And they go on to explain in the next

par agraph why 4.11 appears in their papers in this

case, right?
A [f I m ght

Q Go ahead.

have a second --

A -- just to refresh ny nmenory.

MR KAM NSKI :

read back, please?

THE W TNESS:

Can | have that |ast question

(Record read as requested.)
(Di scussion off the record.)

It states here why the 4.11
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percent was used in the response to the Attorney
Ceneral's first set of information requests,
Question 4.

BY MR MC KENNA:

Q Ckay. Now, |'m not asking you to accept
what they say, but it's true when you saw this data
request response, you knew that ConkEd's position
was, Hey, 4.11 percent escalati on factor is
something we derived. 1It's not sonething we believe
reflects the proper fornula for escal ati on of
deconmi ssi oni ng costs, right?

A It could be interpreted that way.

Q Ckay.

A On the other hand, this was the assunption
that ConEd used in its -- in the exhibits that
support the cost of service, the decomn ssioning

expense it was seeking.

So, to ne, | thought that was the
assunption. | guess, here, what you're saying,
well, in sonme places, it's not the right assunption

Q Ckay. Now, in your direct testinony, when

you cal cul ated various cases -- let's stick with
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your base case, okay -- because the only escal ation
rate you used in your direct testinmony was 4.11
right?

A Could | have a nonent.

Q Go ahead.

A No, that's not right.

I think if you | ook at page -- Pages 23
and the pages that follow there -- that's ny direct
testi nony. And 1" m hopi ng the page nunbering is
the sane in the copy that | have and the copy that
you have

But, in any event, it's the part that
begi ns Roman nuneral 111, Part B, Section 4 of ny
testinmony. | discuss a couple different escal ation
factors.

Q VWll, that's nmy fault. | didn't ask a good
questi on.

Your charts in which you construct your
vari ous scenarios as to whether the trusts are
under funded or overfunded DJE 1, 2, 3, 4 -- and
believe that's it -- they all exclusively relied

upon 4.11 percent escalation; isn't that right, sir?
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A The -- the exhibit in nmy -- the schedules to
my direct testimony all use the 4.11 percent
escal ation factor, correct.

In the text of the testinony, | discuss
the effect of using different escalation factors
assunpti ons.

Q And that's clear from Page 5 of Schedul e
DIE 2 where you sunmari ze your assunptions for al
your decom anal ysi s, including your 4.11 percent
escal ation factor, right?

A Yes.

Q So I'mright then that you didn't construct
your own escalation factor or try to create an
alternative one for purposes of the schedul es which
were attached to your direct testinony?

A Wth those limtations, what you' re saying
is correct, yes.

Q Then in your rebuttal testinony, you do
i ntroduce a new escal ation factor that you cal cul ate
yoursel f, right?

A No, | wouldn't characterize it that way.

Wth the new escal ation factors, the
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other escal ation factors were addressed in ny
original testimony. | put it in Tab No. 4 in the
rebuttal testinony.

If you're referring to 3.7 percent,
though, that was introduced for the first tinme in
the rebuttal testinony.

Q Thank you. That's what I'mreferring to and
that appears on, | guess, the third page of your
testinmony there, right?

JUDGE CASEY: O which rebuttal, the anended
rebuttal or --

MR, MC KENNA: This is the original rebuttal.
Not the anmended rebuttal.

BY MR MC KENNA:

Q Page 3, Line 3, right?

A Yes, | discuss the alternatives there on
Page 3, Lines 23 through 7.

Q And the detail behind it, to the extent
you' ve got it, is in your Schedul e DJE 2A?

A It's summari zed there, yes.

Q Al right. And let's ook at that, if we

coul d.
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As | understand your concl usion, you

calculated a BWR and a PWR cost escal ati on rate,

right?
A Yes.
Q And the PR is 3.8 and the BWR is 3.7?
A No. No, no. The PWRis 3.6 percent --
Q | see.
A -- and the BWR is the 3.8 percent.
Q And then you said, well, let's say the md

poi nt between those two is 3.7 percent?

A That's right.

Q Ckay. But | amright, aml not, that you
did not use the escalation formnula approved by the

Conmi ssion for Rider 31 proceedings, right?

A I'd have to go back and | ook at that again.
Q Vell, let's --
A My under st andi ng was that the format was

general ly the sane.
MR MC KENNA:  Well, let's -- let's investigate

t hat .

928



10

11

12

13

14

15

16

17

18

19

20

21

22

(Wher eupon, Cross
Exhi bit Nos. 21 and 22 were
marked for identification
as of this date.)

BY MR MC KENNA:

Q Ckay. Let's |look at what we marked 21
first.

A I''mnot sure which one that is.

Q That woul d be the R der 31 deconm ssioning
expense adj ustnent cl ause --

A I have that.

Q -- based on the '97 deci sion.

Now, if you | ook at the second page, sir,
you' Il see defined termbearing t he letter E
deconmi ssi oni ng escal ation factor; you see that,
sir?

A | see that, yes.

Q And that has certain weights to be applied
to wages, to be applied to other decomm ssi oni ng
costs, and to be applied to burial escalation,
right?

A Yes.
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Q And what is says, for exanple, 30 percent
wei ght to be assigned to a burial escal ation factor
and a 33 percent weight to other, and a 37 percent
wei ght to wages, right?

A That's what it states, yes.

Q Ckay. Now, that's not what you did in your
DJE 2A analysis, correct?

A That's not the way | weighted it, that's
correct.

Q And, in fact, the way you weighted it was
the exactly the way the NRC, not the ICC, says to
weight it.

If you | ook at Page 2 of Contd

Exhi bit 22, you weighted it 65 percent energy, 13

percent -- I'msorry, 65 percent |abor, 13 percent
energy, and 22 percent burial?

A Yes, that's correct.

Q So when you went out to reconstruct an
escal ation factor, you didn't use the 1CC s fornul a;
you used the NRC s formula, right?

A That's the formula | used, yes.

Q kay. And that formula resulted in
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significant additional weights being placed, for
exanpl e, on labor than the I1CC requires to be placed
on labor, right?

A The wei ght on | abor is higher, that's
correct.

Q And the weight on -- and the weight you
pl aced on | ow-1evel waste burial is only 22 percent
as opposed to the 1CC s required 30 percent?

A That's correct.

And to close the circle, the weight I
pl aced on the energy portion was |less than the ICC

Q Because you used the NRC?

A Yeah.

Q And you didn't go out and study and, you
know, try to determ ne which would be better to use,
right?

A No, | didn't.

Q You just used the NRC and cane up with 3.7
percent, right?

A That's what it comes up wth.

Q Alot lower t han the 4.11 or any of these

ot her nunmbers we were | ooking at, right?
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A | don't know about the lot lower. It is
what it is. It's alittle |ower.

Q Ckay. Also your DIE 2A, M. Effron, has an
as annual rate of increase calculated for |ow-I|eve
burial of 8.13 percent, right?

A Yes, for the years indicated.

Q Ckay. And the way you did that is you took
the tabl e which appears on Page 2 of Contd
Exhibit 22, the NRC s new reg, 1307 revision 8,
Table 2.1, and you used those values, didn't you?

A The sources are indicated on the schedul e
here. | used the responses to the data requests
that are shown there. That one was fr omresponse to
AG Dat a Request 4-1-29

Q Ckay. Wwell --

A | didn't go back and check that --

Q VWll, why don't you just stick with me for a
second then. That's fine.

But I'mright, aren't |, that you took
the '93 and the '98 val ues, which | know you say you
got fromthe data request response. That's fine --

t he sanme val ues exactly for South Carolina are found
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on this Table 2.1, right?
A "1l accept that subject to check
(Wher eupon, there was a
change of reporters.)

Q Ckay. You can |look at right there. There
is a 98 nunber and a 93 nunber, and that is what
they are.

A Yeah. That is increased.

Q Ckay. But, in fact, if you calculate the
increased | ow-1evel burial escalation rate the way
you did, based on the nunbers in this Table 2.1, you
i nclude South Carolina taxes in that nunber, don't
you?

A | did not try to get behind the nunbers.
reli ed on the response to the information request
and said the nunbers were on a conparabl e basis.

Q Let nme show you anot her exhibit.

JUDGE CASEY: M. MKenna, is this an additiona
exhibit? Could it be used to inpeach or refresh
recollection. W are getting a lot of exhibits
here, and I want to nmake sure we are putting in

exhi bits that bel ong.
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MR, MCKENNA:  This is to inpeach his 8.13
per cent .

MR REVETH S: W are particularly sensitive as
to this one. W went through this once in
M. Rley's testinony.

JUDGE CASEY: And this is going to be ConEd Cross
23.

MR, MCKENNA:  ConEd 23.

BY MR MCKENNA:

Q ConEd 23, which is an excerpt of
M. Rley's testinmony in the '99 R der 31 case has a
Table 3.2 init, doesn't it, sir?

A That is what it says.

Q And he calculates a five-year escal ation
factor for burial costs at Barnwell that is very
different fromyour 8.13, does he not?

Look at the five-year compound inflation
rate for BWRs at 17.6 and for PWRs at 16.3, right,
sir?

A That is what he calculated. That is what
the nunbers say here.

Q And if you look at footnote 14 and 15 on
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that sanme page, he tells you why it is different
fromyours, doesn't he?

He says, South Carolina State disposa
tax was subtracted fromthe totals provided in New
Reg. 1307, Revision 8, which is ConEd Cross Exhibit
22. That is what he says, right, sir?

A That is what it says there. 1| did not do a
comparison of this to what | cane up with

Q Because you don't know, right?

A I have not seen this before.

Q But you don't know whether or not what you
came up with, 8.13 includes tax or does not include
tax?

A As | said, | did not try to get behind the

nunbers. | relied on the response which said the
nunbers were conparable. If you want to --
Q I want you to do one thing for me, which is

go back to, if you can find it in your pile, ConEd
Exhibit 19, which is the '97 R der 31 decision of
the 1CC. Not if you are looking at an NRC reg. You
need to find ConEd 19 which has the 97 -0110 docket

nunber on it.
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A Ckay.

Q And go to page 10 of that, sir. Are you
with me, sir?

A I amw th you.

Q The Commission finds in that case, in the
'97 Rider 31 case in that first full paragraph, that
the South Carolina tax is a surcharge. And then
skipping a few words. You can read themall if you
want .

Moreover, the Conmission finds the taxes
unrelated to the escalation of costs at an Illinois
wast e disposal facility, right?

A That is what it says.

Q So if you, in fact, included the tax when
you cal culated this 8.13 percent |ow | evel burial
waste escal ation rate off of the New Reg 1307 tabl e,
you did it contrary to the finding of the Comm ssion
in this case, right?

JUDGE CASEY: Wen you say this case, you mean
the ' 97 docket.

MR, MCKENNA: '97 case. |I'msorry. Yes.

BY MR MCKENNA:
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Q Right, sir?

JUDGE HI LLI ARD: M. MKenna, your hour is about
up. Are you fairly close to wapping this up.

MR, MCKENNA:  Yes, | amvery close, your Honor
BY MR MCKENNA:

Q Right, sir?

A If I could just have a second here.

It appears that those nunbers include the
South Carolina taxes that the Commi ssion is
referring to here. It would not be consistent with
what the Conmi ssion stated here.

Q And the 8.13 percent that you calculated in
your rebuttal testinony factored into your overal
3.70 percent conclusion, right?

A It did, yes.

Q Soif it is wong, the 3.7 is wong?

A O her things equal, the 3.7 -- wong is --
it would not be consistent with excluding the tax.
Put it that way.

Q Last point. Under ConEd's revised proposal
as expressed by M. Berdelle in his rebuttal

testinmony, Genco assunes all risk of underfunding,
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right?

A | believe that is the general gist of what
he is proposing, wthout having seen all of the
details of his proposal, but it sounds that way.

Q And he al so states that any surplus in the
trusts collectively at the end of the last plant's
deconmi ssioning will be returned to ratepayers,
right?

A He stated that, yes.

Q And assumi ng what he stated is true and can
be properly enforced, do you agree that that neans
that there is no potential, quote, substanti al
wi ndfall to investigators as you testified to at
page 13 of your testinony?

A G ven that that would elimnate any probl ens
associated with the problemof a windfall to
investors. | think there is other nmatters that have
to be addressed, but it would elimnate the problem
of a windfall.

MR, MCKENNA:  Thank you, M. Effron. Nothing
further.

JUDGE CASEY: Any additional cross.
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M5, DOSS: | have sone.
CRCSS - EXAM NATI ON
BY
MS. DOSS:
Q Good afternoon, M. Effron.
A Good afternoon, Ms. Doss.
Q Li euj ana Doss on behal f of the People of
Cook County.
I would like for you to refer to ConEd
Cross Exhibit 22. Do you have that which was New
Reg 1307?
A Yes, | do.
Q Now, do you recall a question by
M. MKenna indicating with respect to the South
Carolina tax?

A | recall those questions.

Q Ckay. Now, do you know if you can find what

the South Carolina tax is within New Reg 1307, which

is Conkd's Cross Exhibit 227
In other words, do you know t he anount
from New Reg 13077?

A As | sit here, | do not know t he anpunt of
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tax that is in here. | don't know whether | coul d

determne it by going through all of the materials

or not, but as | sit here, | could not tell you the
anmount .
Q And do you know if you could -- do you know

if New Reg 1307 even contai ns the amount of the
South Carolina tax?

A | don't know if it is in here or not w thout
havi ng what appears to be a fair amount of tine to
reviewit.

Q Now, why did you go to Table 2.1 and
determ ne your escalation rate for |ow-I|evel waste?

A As | said, actually, I did not goto 2.1. |
went to the response to AG 4-29 -- fourth set, No.
29. And | relied on that response for the nunbers
that | used in ny schedul e.

Q AG s data response 4-29?

A It is AGfourth set, No. 29.

Q Ckay. Now, you were al so handed ConEd Cross
Exhi bit 21

A If you could describe that for mne.

Q VWhich is Rider 31, the deconm ssioning
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expense adj ustnent cl ause?

A I have that.

Q Now, if you would turn to page 2 of that and
where it says B, could you read what it says for
burial escalation rate?

A B equal s burial escalation rate based on the
average annual rate of escal ati on excl udi ng
surcharges for the nost recent three years for waste
burial at the Barnwell facility contained in the
| atest revision to NRC New Reg 1307.

Q Now, based on your reading of that, would
you | ook at New Reg 1307 to determ ne your
escal ation rate?

A Consistent with this formula the way it is
presented here, yes, it sounds |like you would go to
New Reg 1307.

M. DOSS: Al right. No further questions.

JUDGE HI LLI ARD: Anybody el se have any questions?
M. Effron, do you have an opinion about -- do you
have an opi ni on about the nost reasonabl e escal ation
rate for nucl ear deconmm ssi oni ng costs.

THE WTNESS: The opinion | have is highly
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judgmental. | don't have a problemwth the

4.11 percent that was the -- to use M. MKenna's
term the basic assunption that | used for
escalation. It is sonmething -- there is obviously a
| ot of guesswork thrown in.

You are going out for 20, 30 years or
nore and even without the -- | call it the wild card
of the burial, however you factor, it is not hard to
estimate | abor or energy, for exanple, going out
that far. But as | said, | amconfortable with the
4.11 percent.

JUDGE HI LLI ARD: That is all | have.

JUDGE CASEY: Before we go on to redirect, M.
McKenna, were you going to nake a nmotion as to all
of the cross exhibits that you have tendered to the
bench so far?

MR MCKENNA:  Yes. W nove to admt them

MR, ROBERTSON: | have an objection to Exhibit
22.

JUDGE CASEY: |'msorry.

MR, ROBERTSON: | have an objection to Exhibit

22, Cross Exhibit 22.
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JUDGE CASEY: State your objection,
M. Robertson.

MR, ROBERTSON: Yes. It is ny under standing that
this was presented to the witness in relation to
whet her or not he was to renove certain taxes from
his --

JUDGE HI LLI ARD: You are going to have to come up
cl oser.

MR, ROBERTSON: It was ny understanding that this
docunent was presented to the witness in relation to
questions about whether or not he had renoved
certain taxes fromthe charge, and this docunent is
at least 50 pages long. | don't know exactly what
isin here. | fail to see the need to put this into
the record at all because | don't know who is going
to refer to it or for what purpose they will refer
toit. And, obviously, | don't think this whole
docunment can relate to the issue that was the
subj ect of the question.

M5. DOSS:  Your Honor, this exhibit was already
admtted in the '99 docket.

MR, ROBERTSON: Al right. Then | withdraw ny
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obj ecti on.

M5. DOSS: Well, it was a Cook County cross
exhibit, but ny concern is that there may be sone
confusion as far as if we cite to diff erent exhibits
SO.

JUDGE CASEY: dQven the fact that we don't know
what exhibit nunber it was given in the '99 docket,
at least | don't, and also given the fact that M.
McKenna's questions were directed to page 2 of
that -- of this particular exhibit -- M. MKenna,
is there anything else within this | arge package
that refers to or deals with the questioning that
you had dealing wth page 2.

MR, MCKENNA: Only page 2 dealt with nmy questions
to this witness. There are relevant portions, but
it is already in the record.

JUDGE CASEY: G ven the fact that the renainder
of this is already in the record, would it be --

M. DOSS: If you would like --

JUDGE CASEY: Pardon

M. DOSS: If you would like, I could find out

which exhibit it was.
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the remainder is already in the '99 docket. |Is that
right, M. MKenna.

MR MCKENNA: Yes, that's correct.

JUDGE CASEY: So that the record is clear, the
ConEd Cross Exhibits 17 through 23 will be admtted.
The Cross Exhibit 22 specifically is admtted
through page 2. The remainder will be renopved.

(Wher eupon, ConEd Cross
Exhi bit Nos. 17 through 23
were admtted into
evi dence.)

JUDGE CASEY: Redirect. Are you prepared for
redirect? Do you want a mnute or two.

MR, KAM NSKI: Could we have a m nute, please.

JUDGE CASEY: You can have two. W are off the
record

(Short break taken.)
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REDI RECT EXAM NATI ON
BY
MR, KAM NSKI :

Q On redirect, M. Effron, referring to the
assunption of unrealized gains for tax purposes,
could you tell us how you reach the assunption of
7.8 years for that time period?

A Yes. That was based on the conpany's
response to Attorney General information requests 38
and 39 which | believe are found in the fifth set,
and in that response the conpany provided the actua
capital gains tax paid in the years 1997, 1998, and
1999 fromthe tax qualified funds and fromthe
non-tax qualified funds.

I took the highest amount of taxes paid
in each of those years and assuned that that would
be the rate at which the taxes on the unrealized
gai ns woul d be paid going forward

Using that nmethod, | calculated that it
woul d take approximately 7.8 years to pay the taxes
on the unrealized gains existing as of the end of

1999, and this was sonething that an assunption was
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necessary for because the |onger the taxes are
paid -- the longer the delay in paying the taxes,
shoul d say, the |ower the presented value will be of
that tax liability.
And | felt that the nmethod | used was a

reasonabl e conservati ve assunption, and | shoul d
point out, the -- if the three-year assunption were
used, its correct the liabi lity -- the present val ue
of liability would be greater and it woul d have
changed the -- that very immaterial excess that |
calculated, into a deficiency, but it would still be
something in the range of zero given the nunbers we
are tal king about. And the effect is really no
different than nodi fying any of the other
assunpti ons.

MR, KAM NSKI: Thank you. No further questions.

MR, MCKENNA:  Not hing further

JUDGE HI LLI ARD: The witness is excused.

(Wher eupon, Edi son Exhi bit
Nos. 2, 6, and 8 were
marked for identification

as of this date.)
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JUDGE CASEY:

MR ROGERS: Yes,

M. Robert Berdelle.

JUDGE CASEY: M.

to be sworn

M. Rogers, you are ready?

we are. The next witness is

Ber del | e,

(Wtness sworn.)

JUDGE CASEY: M. Rogers, please proceed

call ed as a witness herein,

SWOr n,

Q
spell vy
A
Q
A
Q.
Edi son?

A

Q

ROBERT BERDELLE

was exam ned and testified as foll ows:

M.

our

It

DI RECT EXAM NATI CN

BY

MR ROGERS

do you want to stand

havi ng been first duly

Berdell e, would you state your nane and

| ast nane for the record.

is Robert E. Berdell e,

And by whom are you enpl oyed?

Conmonweal t h Edi son Conpany.

And what

is your capacity at Commonweal t h

Vi ce president and conptroller

M.

Ber del | e,

am showi ng you what have

B-e-r-d-e-I-1-e
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been marked as Edison Exhibits 2, 6, and 8. Are
these direct, supplenental direct, and rebutta
testinmony that have you prepared for subm ssion in
this proceedi ng?

A Yes, they are.

Q And on ConkEd Exhibit 2, there are, are there
not, two Exhibits A and B that you have attached to
your testinony?

A Yes, there are.

Q And al so an Exhibit 17

A Correct.

Q Are there any additions or corrections that
you would like to make on -- as on
Exhibits 2, 6, or 87

A No, there are not.

Q I am al so showi ng you what has been marked
previously as ConEd Exhibit 14 which are responses
to questions that your -- were presented to ConEd by
the Hearing Exam ners and that have been the subject
of prior testinony by other witnesses who have
sponsored certain of the answers.

Are there certain answers on Contd
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Exhibit 14 that you will be sponsoring as part of
your testinony?

A Yes, there are.

Q And is there any part of the answer to
Question $1 that is part of your testinony?

A Yeah. | will be sponsoring the last four
sentences i n the response to Question $1.

Q Are there any corrections in the |ast four
sentences that you would like to rmake?

A Yes, there is. There is one correction in

the second sentence. The words "or IRS' should be
stricken.

Q And woul d you briefly explain the reason for
t hat ?

A Sure. The nature of the response is that
the NRC does not require that there be two separate
trust funds nmaintained for the purposes of nuclear
deconmi ssi oni ng. However, the IRS does, for
pur poses of maxim zing the contributions t o the tax
qualified fund for the IRS, they do require that a

tax qualified trust fund be segregated froma

non-tax qualified trust fund. So, thus, the Genco
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wi Il have separate trusts for each unit that will be
deconmi ssioned, a tax qualified trust as well as a
non-tax qualified trust.

Q Thank you. M. Berdelle, are you al so
sponsoring the responses to Questions 3, 4, 5, and 6
on ConEd Exhibit 147

A Yes.

Q Are there any corrections in t hose responses
that you wish to make?

A No.

MR ROGERS: Al right. 1 would offer into
evi dence Edi son Exhibits 2, 6, and 8 and al so the
portions of ConEd Exhibit 14, the responses to
Questions 3, 4, 5, and 6 and the |ast four sentences
to response to Question $1 as corrected by M.

Ber del | e.

JUDGE CASEY: Any objections? Gkay. ConEd

Exhibits 2, 6, 8 and those responses to questions 1,

3, 4, 5 and 6 in ConEd Exhibit 14 are adm tted.
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(Wher eupon, ConEd Exhi bit
Nos. 2, 6, 8 and a portion
of 14 were
admtted into evidence.)
MR, ROGERS: No further questions. The w tness
is available for cross-exam nation.
JUDGE CASEY: Thank you very mnuch,
M. Rogers. M. Townsend, are you |lead-off man.
MR TOMSEND: | defer to Staff, if they would
like.
MR REVETHS: No. That is fine, you can go
ahead, M. Townsend.
MR, TOANSEND: Thank you.
CRCSS - EXAM NATI ON
BY

MR TOANSEND:

Q Good afternoon, M. Berdelle, Chris Townsend

appeari ng on behal f of the Chicago Area Industrial
and Heal t hcare Custoner Coalition.

A Good afternoon, M. Townsend.

Q Edi son has asserted deconm ssioning cost are

$5.6 billion in 2000 dollars; is that correct?

952



10

11

12

13

14

15

16

17

18

19

20

21

22

A The decommi ssi oni ng cost estimates in 2000
dollars are $5.6 billion, that's correct, as
cal cul ated by M. LaQuardi a.

Q O that $5.6 billion, $2.5 billion is
already in a deconmm ssioning trust fund; is that
right?

A That's correct as of the end of '99.

Q And that |eaves $3.1 billion to be nade up
sonmehow, right?

A 3.1 based upon the estimate that 5.6 is a
val i d nunber.

Q And how much of that $3.1 billion would be
realized merely by the trust fund gaining interest?

A | don't know the answer to that.

Q Any idea of a ball park?

A Not off the top of ny head.

Q You cl ai mthat Edison's proposal would

result in savings to custoners of $1 billion; is
that right?

A That's correct.

Q If I can refer you to your suppl enental

rebuttal testinony at page 9.
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A That is Edison Exhibit 67

Q That's correct.

JUDGE HI LLI ARD: That is supplenental direct
testi nony.
BY MR TOANSEND:

Q I"msorry. Supplenental direct testinony.

A Page 9?

Q Yes.

A "' mthere.

Q And does that $1 billion figure conbine
addi ng toget her the anmounts for 2007 through 20287

A | believe so.

Q And that is the anount that the Genco woul d

be responsible for under Edison's proposal; is that
right?
A That's correct.

Q Do you recall being asked CUB Data Request
No. 117

A No.

Q Can you obtain a copy of that response? Do
you have that?

A | do have that.
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Q And in that response you indicate on that
schedul e that ratepayers will be paying
decommi ssi oni ng charges for the years 1999 t hrough
2007 under Edison's proposal; is that right?

A No, that is not right.

Q Looking at the first page of your schedul e
and -- I'msorry.

The question asks on an annual basis
until the last plant is decomm ssioned, please fully
di scl ose the calculations for ConEd' s
deconmi ssi oni ng expendi tures, trust fund
requi rements, and custoner deposits into the trust
funds in present values and nom nal dollars; is that
right?

A That's correct.

Q And this schedule that is attached to this
response i s supposed to be Edison's response to that
question; is that correct?

A It is.

Q And in that response in the first page there
is acolum that is entitled, Contribution. Do you

see that?
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A That's correct.

Q And what is that supposed to represent?

A That represents the contributions of
trust -- of noneys into the trust funds made by the
Genco.

Q That is by the Genco?

A (Noddi ng head.)

Q In the year 2000, the Genco woul d be paying
$122,000; is that your clain?

A Vll, in the year 2000 it represents a Contd
contribution, but in then in subsequent years, it
woul d be contributions nmade by the Genco.

Q And it would be contributions made by the
Genco fromthe charges that they woul d be
receiving -- I'msorry -- as a result of the nobney
they woul d be receiving from Edi son and the charges
that Edi son woul d be inposing upon ratepayers; is
that correct?

A That's correct, and ratepayers woul d be
payi ng those charges through the end of 2006
according to our cal cul ations.

Q And there would be a true-up after 2006; is
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that right?

A No. The deposit is made into the trust
post - 2006.

Q So that is why you have 20077?

A Correct.

Q Now, Edi son has proposed $120.9333 million
to be paid by ratepayers each year for the years
2000 through 2006; is that correct?

A The proposal would be -- the anmpbunt is right
and it woul d be effective whenever the Conmmi ssion
authorizes it to becone effective through the end of
2006. That's correct.

Q Now, this schedul e does not reflect that
$121 million contribution, does it?

That is to say, the contributions in the
years are not $120.933 million for the years 2001
t hrough 2006, are they?

A They are included in there.

Q Wiy are those charges or the contributions
hi gher than the $121 nillion?

A Because there is an additional approximately

$11 nmillion contribution that is nade annually that
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represents noneys that ComEd col |l ected from
ratepayers prior to the establishnment of the
external trust in 1989, and those noneys are being
paid into the trust regularly over the remnaining
lives of the plants according to a previous
Conmi ssi on order

However, it is a portion of the conpany's
proposal in this proceeding to pay those noneys
whi ch represent roughly $66 million into the trusts
over a six-year period.

Q And so if you backed out those nunbers, it
woul d be the $121 mllion per year?

A Roughl y, correct.

Q And in this response it indicates that there
will be no further contributions into the trust fund
after 2007, is that correct?

A That is what is shown on this response
that's correct.

Q Thank you. | would like to talk about the
revised deal that is proposed in your rebutta
testinmony. When did Edison decide to revise its

proposal ?
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A Coul d you recite a page nunber in ny
rebuttal ?

Q I amtal king generally about the concept of
providing a revision to Edison's original proposa
in this docket?

A Is that the --

Q You reference it in your response to the
question that begins on |line 16?

A Line 16 of what page?

Q O -- I"'msorry. Page 1.

A Oh.

Q And | think specifically at page 2 in that
response, you di scuss changes, | think, to Edison's
pr oposal ?

A VWat |ine on page 2?

Q At line 25 going on to page 3 at

line 5?

A Ckay. |'mthere.

Q Is this a revision to Edison's origina
pr oposal ?

A I would not call it a revision. | would
call it a nodification
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Q Ckay. When did Edison decide to nodify its
pr oposal ?

A Sonetime prior to the filing of this
rebuttal testinony. | can't tell you specifically
when because | don't recall.

Q VWhen did Edison informparties of its intent
to nodify its proposal ?

A Li kely when we filed the rebuttal test i nony.

Q And parties had no opportunity to present
testinony regarding Edison's nodified proposal, did
t hey?

A | don't know the answer to that.

Q You don't know the hearing schedule in this
case?

A | am here now.

Q You don't know when parties filed testinony?

A | really don't.

Q Do you know whet her or not Edi son proposed
to allow parties to present testinmony regarding its
nmodi fi ed proposal ?

A | don't know.

Q Do you know if there is a statutory deadline
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associated with this proceedi ng?

A | don't believe there is.

Q From a busi ness perspective, Edison would
like this proceeding to conclude as soon as
responsible; is that correct?

A That's correct.

Q Di d Edi son perform any econom c anal ysis of
its proposed nodification?

A Any one in particular or all of the
nodi fi cations?

Q The entire nodified proposal.

A No, we did not calculate a new econom c
anal ysi s based upon these nodifications. These
were, in our judgnent, inplied in our original
proposal. They did not inpact the econom cs of our
overall petition in this proceeding.

Q So Edi son did not prepare any workpapers
associated with any portion of this proposal ?

A Not that |I am aware of.

Q VWhat details did Edison provide relating to
the nodifications to its proposal ?

A | believe it is contained in nmy rebuttal
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testi mony begi nning on page 15 and then conti nui ng
on through page 16 on to page 17. It is a
description of Edison's nodifications.

Q Now, you did not present any proposed
contract |anguage to be included in the power
purchase agreenent to represent these nodifications,
did you?

A No, we did not. Although, these
nmodi fications likely would be codified, so to speak
i n what ever agreenent that the conpany ultimately
makes at the concl usion of this proceeding.

Q Agreenment w th whon?

A Well, the agreenent that | referred to was
the agreenent that it would assert that it would no
longer -- if this proposal was approved by the
Conmi ssion, the company woul d assert that it would
not go back to ratepayers for additional funds, in
the event of short falls to the decomm ssi oni ng
trusts and would no | onger collect any
deconmi ssi oni ng funds fromratepayers after the year
2006.

Q VWho woul d that agreement be with?
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A That woul d be the company's commi t nent that
it woul d make at the conclusion of this proceeding,
and that commitnent would be included in -- and it
is contenpl ated, at |east by the conpany, that that
conm tment woul d be included in the Conm ssion's
order in this proceeding.

Q And you did not present any proposed
| anguage, specific |anguage to address any of these
proposed assurances, did you?

A Not at this point in time, no.

Q And you did not discuss any |legal authority
of the Commerce Conmission to accept such witten

assurances?

A For these nodifications?
Q Correct.
A | don't believe we have.

Q Let's talk about the first nodification, a
refund of surplus?

A Yes.

Q Whul d you agree that Edison's revised
proposal contains less of an incentive than its

original proposal did for the Genco to decomm ssion
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efficiently?

A No.

Q Under Edi son's proposal, what oversight
there will be to ensure that Genco acts efficiently
when it is deconm ssi oned?

A I think the oversight will be in place by
the Nucl ear Regul atory Conmi ssi on

Q And under the original proposal, Genco could
keep the profits of any of the decomm ssioning costs
-- strike that.

Under Edison's original proposal, Genco
woul d receive the deconm ssioning trust fund as well
as the additional $730 mllion or so that are going
to be paid out over the next couple of years; is
that correct?

A Coul d you repeat the question

Q Just trying to get a sense as to at the end
of the day, under Edison's original proposal, is it
true that Genco could keep any surplus that may
exi st in the deconm ssioning trust fund?

A The original proposal nade by the conpany

never contenplated that there would be any surpl us
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in the deconm ssioning trust. Rather, the company's
proposal was such that the trust would either be
adequately funded or nore likely the risk of

under fundi ng exi sts and that Genco woul d have to
suppl ement the contributions to the trust. But you
are correct, to the extent that there did exist a
surplus, then there was no refund provision
contained in the unlikely event that there was an
overfunded trust.

Q So there was a financial incentive for Genco
to try to mnimze the amount that it spent out of
the decommi ssioning trust fund within the paraneters
of what was required?

A | don't think there is an additional
financial incentive to Genco. There exists a strong
financial incentive in the nodified proposal for the
CGenco to efficiently deconm ssion the plants.

Q Because you don't believe that the
deconmi ssioning trust fund is going to be
over f unded?

A Correct.

Q Now, if there were a technol ogical fix that
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CGenco coul d di scover in 2003, under the old proposa
Genco had a financial reward that it would have
received if it inplenented that technol ogical fix,
correct?

A No. | would say that the risk of being
further underfunded woul d be sonmewhat miti gated.

Q I f decomm ssioning costs were cut in half as
a result of the finding of a technological fix, what

woul d have happened under Edison's origina

pr oposal ?
A I don't understand the question
Q In the year 2003 sone type of technol ogi ca

advance i s di scovered.

A | understand that. You said what woul d have
happened.

Q VWhat woul d have happened to the
deconmi ssioning trust fund noneys at the end of the
day?

A They would remain in the deconm ssioni ng
trust to satisfy the decomm ssioning of the 13
pl ants.

Q And we have assumed that the costs currently
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are going to be 5.67

A That is the current costs. W don't know
what the future costs will be.

Q Exactly. And so assunming that there is --
strike that.

Was this revision regarding refunding
surpl uses designed to respond to ratepayers
concerns that Edison had an incentive to overcoll ect
deconmi ssi oni ng costs from ratepayers?

A Coul d you repeat the question

JUDGE CASEY: You didn't hear the question, you
don't understand the question.

THE WTNESS: No, just repeat it. | was not
fol | ow ng.

BY MR TONSEND:

Q Was this nodification regarding refunding
the surpluses designed to respond to ratepayers
concerns that Edison had an incentive to overcollect
deconmi ssi oni ng costs from ratepayers?

A The nodi fied proposal was to address
concerns that many parties raised in this proceedi ng

that there woul d be sone hypothetical w ndfall that
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the Genco woul d receive. It has never been the
conmpany's intention in the original proposal that
there woul d be any noneys left over. Rather, the
proposal was an attenpt to bal ance the risks

associ ated wi th deconmm ssi oni ng between the Genco
and ratepayers, so, yes, the nodifi cation was to
address an issue that was raised in this proceedi ng.

Q The nodification No. 2 referenced at |ine 35
on page 2 of your rebuttal testinony is that the
funds in the decomm ssioning trust will be used for
both radiol ogical and, to the extent avail abl e,
non-radi ol ogi cal decomm ssioning. Do you see that?

A | see that.

Q I's thi s assurance a change from Edi son's
ori gi nal proposal ?

A No, not really. It is not a change from
Edison's intent in its original proposal, but there
were parties that raised an issue that Edison -- or
the Genco sonehow woul d use funds in the trust only
to satisfy radi ol ogi cal deconm ssioning and then
refund that noney back to the Genco, and

non-radi ol ogi cal decomm ssi oni ng not be perfornmed.
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So this is a commtnent -- a stated conm tnent that
the conpany woul d requi re the Genco to use the funds
in the trust for both radiol ogi cal and
non-radi ol ogi cal decommi ssi oni ng.

Q Is there a clear definition of what
constitutes non-radiol ogi cal deconm ssi oni ng?

A W have used the definition as contained in
the Thomas LaGuardi a studi es.

Q Whul d you agree that there has been nuch
debate in the nucl ear deconm ssioning community as
to what non-radi ol ogi cal deconm ssi oni ng neans?

A | don't know.

Q Could it mean to restore the condition to --
restore the asset to a condition where another power
pl ant could be built on the site?

A | believe so.

Q Could it be interpreted to nmean return the
asset or the land to pristine condition?

A | believe so.

Q Wul d you agree that all el se being equal
the nore noney that is spend on non-radi ol ogi cal

deconmi ssi oni ng the higher the val ue of the asset
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will be?
A What asset?
Q The plant, the land. The asset that is

bei ng decomm ssi oned.

A I would think that plant being
deconmi ssioned has no value. It has a negative
value. | don't understand the question

Q Wl l, | guess perhaps you shoul d expl ain

what happens when you have non-radi ol ogi cal
deconmi ssi oni ng. Wat occurs?

A The plant is decomm ssioned, both
radi ol ogi cally and non-radiol ogi cal |l y.

Q VWhat does that nean to have it
non-radi ol ogi cal | y deconm ssi oned? Does that nean
that buildings are taken down? Does that nean the
buil dings are cleared away? Does that nean that
just the -- what happens when you have
non-radi ol ogi cal decomm ssi oni ng?

A I am not the expert on non-radiol ogica
deconmissioning. | amnot testifying as to what
happens on non-radi ol ogi cal deconmm ssi oni ng.

But my understanding in the LaGuardi a
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studi es, sonme of the facilities are dismantled and
the waste is haul ed away and sone of the facilities
are |l eft standing, those that could be reused.

Q VWhat guarantee will there be that the Genco
will actually spend the deconm ssioning trust fund
nmoney on non-radi ol ogi cal decomm ssi oni ng?

A I think the conpany -- the conpany's
proposal in this proceeding is that the -- ConEd
woul d contract with the Genco, and the Genco woul d
agree to spend the noneys on non-radiol ogi cal
deconmi ssioning to the extent that those noneys
exist in the trust.

Q. And you have not presented any such contract
to the Comm ssion, have you?

A Not at this point, no.

Q I's Edison planning to at sone point in the
future?
A Absolutely, if the Comm ssion approves this

pr oceedi ng.
Q Are parties going to have an opportunity to
review that and comment upon it, provide expert

testinmony with regard to that contract?
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A | don't know.

Q Don't you think that would be fair?

A | don't know.

Q Assum ng that Edison enters into this
contract with Genco, what oversight will there be to
determ ne that the noney is spent as all eged?

A VWll, there is a contract that exists
between two parties, and | suppose that to the
extent that one party were to violate that contract,
then the provisions of the contract |aw would apply.

Q So we woul d have to rely on Edison to
enforce the contract?

A | don't know.

Q VWhat oversight would there be to ensure that
the noney is spent efficiently by the Genco under
such a hypot hetical contract?

A I think there are sufficient incentives
built into this proposal to ensure that the Genco
wi Il decommission the facil ities efficiently.

Q So there will be no additional oversight?

A | don't believe so.

Q Ckay. New nodification No. 3, line 39, a
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condition of the collection of the $120.933 million
i n decomm ssi oni ng funds fromcustoners in 2005 and
2006 i s dependent upon ConEd and Genco reachi ng an
agreenment on a nmarket price. Do you see that?

A | do.

Q Wbul d Edi son have to purchase its ful
requirements fromthe Genco?

A No. The contr ibution agreenent provides
that ConEd woul d purchase energy up to the ful
capacity of the nucl ear plants.

Q And that is true for 2005 and 2006, as well?

A Correct.

Q And the price would be dependent upon market
prices rather than the cost of production, correct?

A That is correct.

Q Does Edi son believe that the market price
wi Il be higher than the cost of production in 2005
and 20067

A There certainly is a hope that the market
price will be higher than the cost of production
O herwi se, these plants won't be around in 2005 and

2006.
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Q Is there an anticipation, not just a hope?

A There is a forecast that they will be.

Q What assurance will custonmers have that the
price will be reasonabl e?

A What assurance will custoners have?

Q That's correct.

A I think custonmers will have assurance that
they will only be charged for a reasonable price
because the Conmission will have full authority to
separate 2005 and 2006.

Q W will talk about that.

W11l Edison be able to nmerely purchase
the power fromthe Genco and then resell that power

in the whol esale market?

A In 2005 and 20067
Q Yes.
A It may be able to do that to the extent that

its requirenents are bel ow t he anobunt of energy
purchased fromthe Genco. It certainly could do
that. That would likely be a small percentage of
the power that it would derive fromthe Genco,

however .
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Q Di d Edi son consider extending the initial --

strike that.
There are two portions to the contract,

correct? There is an initial termand there is a
period beyond the initial termunder -- considered
under the power purchase agreenent, correct?

A No. There is one termthat goes to 2006

Q. Coul d you define or do you know what the
initial termis, as that termis defined within the
power purchase agreenent ?

A It is through 2006 as it relates to the
nucl ear plants.

MR ROGERS: | might just interpose that
M. MDonald testified on the power purchase
agreement. M. Berdelle is not the witness on that
t opi c.
BY MR TOANNSEND:

Q Are you famliar with the power purchase
agr eenent ?

A Not nearly as famliar as M. MDonald is

Q Prior to 2005 and 2006, how is the price s et

under neat h the power purchase agreenent, if you
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know?

A The price is a fixed price.

Q And what is that price intended to reflect?

A | don't know.

Q Di d Edi son consider using a fixed price for
2005 and 20067

A Yes.

Q Wiy was that option abandoned?

A Because Edison felt that the Conmm ssion
woul d not |ikely approve an agreenent in the year
2000 that set a market price of energy in the year
2005 and 2006 when the rate freeze period had ended.

Thus, the conpany felt that the energy
ConEd purchased from Genco in the years 2005 and
2006 had to reflect market at t hat tine.

Q Was that reflected in any 1 CC action?

A | don't understand.

Q How di d Edi son cone to feel that the I CC
woul d not approve a power purchase agreenent t hat
provi ded a better deal for consuners?

A Based on ot her proceedi ngs the conpany has

had at the ICC that set the price of power for
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peri ods beyond 2004.

Q VWhat ot her proceedi ngs?

A Oh, we sold a little hydro plant that set
the price of energy for a ten-year period. W sold
Ki ncade and State Line, a couple of coal plants that
set the price of energy through 2012, and in each
case when we presented those cases before the
Conmi ssion, the Conm ssion expressed reservation in
setting prices beyond a defined period of tinmne.

Q Whul d you agree that regardl ess of what
happens in the instant proceeding, effective January
1, 2005, Edison will experience a nunber of
regul at ory changes?

A | think that is -- | would agree with that.

Q That is the end of the mandatory transition
peri od?

A Correct.

Q The Comm ssion can at that point order
Edi son to reduce its bundled rates?

A It could.

Q After January 1, 2005, in proceedings to set

rates, there will be Iimts upon the types of issues
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that the Commi ssion can consider; is that right?

MR ROGERS: 1Is this a legal question? It is
ki nd of open ended to tal k about the whole Public
Uilities Act.

MR TOMSEND: It he is aware

THE WTNESS: What do you nean by limts?

BY MR TOANSEND:

Q Are you famliar with Section 16-111 of the
Public UWilities Act?

A | amfamliar with it, not as an attorney
but just as an accountant.

Q Do you know whet her after January 1, 2005
in proceeding to set rates the Conmi ssion will be
limted inits ability to consider the profitability
of Edison's utilities?

A | don't know the answer to that.

Q Ef fective January 1, 2005, Edison can
petition for reinstatement of its fuel adjustnent
clause, can't it?

A | believe that is correct.

Q I f Edison's proposal in this proceeding is

approved, would Edison file to reinstate its fue
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adj ust ment cl ause?

A I have no idea.

Q Vell, if Edison is no longer in the
generati on business, what rationale woul d there be
for Edison to continue to assune the risk associ at ed
with fluctuating generation costs?

A Vell, if you are presunm ng that the
generation costs are going to be f luctuating, if the
power that Edi son purchases off the market or from
the Genco are not fluctuating and they are
established in the base tariffs, there is no need

for a fuel adjustnent clause.

Q Whul dn't there still be a risk that power
prices will fluctuate?
A If ConEd signs a long-term power purchase

agreement with some entity, then there would be no
risks.

Q Do you know whet her or not Edison plans to
enter into such a power purchase agreenent?

A I don't think the conpany has plans that far
out at this point intine, related to the fuel

adjustnent clause and rate setting matters.
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(Change of reporters.)

Q The conpany hasn't thought about what it's
going to do in 2005 and 2006 with regards to
generation costs?

A I think the conpany has thought through what
it's going to do through 2006 as it relates to the
generation costs associated with the contribution
agr eenent .

There is a trenmendous anount of
uncertainty that exists in the marketpl ace between
now and 2006.

ConEd does not know how many custoners it
will be serving next year |let alone 2005 or 2006.

As nore clarity becomes known in terns of
the custoner base that the company is serving then
it can begin to plan on how to serve those custoners
in the nost efficient fashion.

Q Assuni ng the generation costs are
fluctuating, would you anticipate that Edi son would
file to reinstate its fuel adjustnment clause?

A I would not anticipate that.

Q Whul d you antici pate the opposite?
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A No. | just don't know at this point in
time.

Q Condition No. 4, Line 44 of your rebuttal
testimony, ConEd will nake a binding comm tnent i
the Conmission's order -- or a binding commtnent
will be reflected, | guess, in the Conmssion's
order that ConEd will be required to accept in
witing that after receipt of the paynents to be
made under the proposal, ConEd will forever waive
any right to obtain additional decomm ssioning
recoveries fromratepayers regardl ess of the
exi stence of shortfall in the funds available for
deconmi ssi oni ng.

Is that right?
A That's correct.
Q Is this assurance a change from Edi son's

ori gi nal proposal ?

A No.

Q It's not a nodification?

A No.

Q Thi s one was al ready there?
A Yes.

n
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Q Is there any additional solace that the
Conmi ssi on should find that Edison's willing to put
this in witing?

A | can't speak for the Conmi ssion.

Q Under Edi son's proposal what woul d happen if
deconmi ssioning costs were significantly greater
than anti ci pat ed?

A The Genco woul d be required to suppl enent
the contributions to the trust so that
deconmi ssioning -- the hi gher decomm ssioning costs
could be paid for.

Q And what woul d happen if Genco is not
adequately capitalized?

A | believe the Genco will be adequately
capitalized. W are proposing to very adequately
capitalize the Genco with nearly 100 percent equity.

Q And the question is what happens if
deconmi ssioning costs are significantly greater than
antici pated and Genco doesn't have enough noney?

What happens then?
A VWl l, the current forecast for that Genco

wi Il have sufficient cash flowto provide for the
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operating costs of the Genco and make suppl enenta
contributions, if necessary.

Q Your expert w tnesses go on about how
deconmi ssioning costs are uncertain; we don't know
what's going to happen in the future; they could go
out of this world.

Let's assune their worst case scenario
and deconmmi ssi oning costs are significantly higher
than antici pated, significantly higher than even
what you currently anticipate to capitalize Genco.

What happens if Genco is not adequately
capitalized?

A So the hypothetical here is that
deconmi ssioning costs are substantially greater than
what are currently being contenplated in this
proceedi ng and that Genco is insufficiently -- has
insufficient cash flow or capital to raise noney in
the capital markets to fund that insufficient
deconmi ssi oni ng cost?

Q That's it.

A Maybe it would have to sell sone of its

assets at that point in tine to raise noney and pay

983



10

11

12

13

14

15

16

17

18

19

20

21

22

for deconmm ssioning at that tine.

Remenber, Genco will have one of the
| argest generating fleets in the country. It's
currently contenplated that it will have nuch nore
than the Conkd nucl ear plants and so these assets,
you know, assets other than nucl ear plants have
val ue in the marketpl ace

Q VWhat if that's not enough?

Let me step back. First of all, Genco
currently is thought to have all of those assets,
correct?

A Yeah.

Q There's no guarantee that Genco is going to
continue to hold those assets, is there?

A I think Genco -- the mssion of Genco is to
be a | arge generator of electricity.

Q The current m ssion of Genco, it could be
that in a couple of years, the future m ssion of
Genco is that it's going to be one of the |argest
sellers to other people of all of its assets, right?

A | doubt it.

Q That coul d happen, couldn't it? There's no
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regul atory body that would prohibit Genco from
sel ling nonnucl ear assets, is there?
A | don't believe so.
Q So let's assunme that Genco has sold off
t hose assets.
A Well, your hypothetical assumes that at sone
future point intine all of a sudden it is
di scovered that there is a large shortfall in
deconmi ssi oni ng.
The reality of the situation is that
there is annual regulatory filings with the NRC
Those filings hone in on the adequacy of
deconmi ssioning funds to fully satisfy
deconmissioning liabilities, and the conpany,
whether it's ConEd today or Genco in the future,
will have to assert to the NRC that it has financia
adequacy not only to continue to operate the plants
safely but also to deconmi ssion the plants safely.
So there will be no voila events that
wi || happen because to the extent that on an annua
basis Genco is underfunding its then estinmated

deconmissioning liability, it will have to
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suppl ement contributions to the trust.

Q Assum ng that it has noney to suppl enent
contributions to the trust?

And 1'm asking you to assume -- well,
first of all, isn't that correct? It's assum ng
that Genco has noney to supplenent the trust,
correct?

A You can only put money in the trust if it
has nmoney to put in, that's correct.

Q And there's no one that is preventing Genco
fromselling its assets currently and payi ng that
out as a dividend to Exel on and Exel on paying this
out as a dividend to shareholders, is there?

A | don't believe so.

Q So, again, going back to the situation where
sonetime in the future it is determned that
deconmi ssioning costs are significantly greater than
anticipated and it's discovered that Genco is not
adequately capitalized, what happens?

A I just don't think that hypothetical could
occur, because on an annual basis the Genco wl |

have to supplenment the trust if those trusts are
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deened to be insufficiently funded. That's the
pur pose --

Q That's under current NRC regul ations
correct?

A That's the purpose of having segregated
trusts so that Genco is required to ensure that
these trusts are adequately funded to pay for t he
safety -- safe decomm ssioning of these plants.

Q That's under current NRC regul ati ons that
you're unable to accept that hypothetical, correct?
A It's based upon t he NRC regul ati ons that

have exi sted since 1986.

Q And t hose regul ati ons can change, can't

t hey?
A I can't speak to the NRC regul ati ons whet her
they change or not. | doubt that they wll.

Q Agai n, you present testinony from other
fol ks that suggest that NRC regul ati ons, and you
can't predict what's going to happen at the NRC with
regards to extending life of plants.
Are you saying that now we shoul d j ust

accept this regulation isn't going to change but

987



10

11

12

13

14

15

16

17

18

19

20

21

22

other things may or may not change?

A | find it hard to believe that the NRC would
|l oosen its regulations as it relates to providing
sufficient funds to safely decomm ssion these
pl ants.

If anything, I would think -- if the
regul ations would change, it would only tighten up
it would not be |ooser.

Q So you're asking the Illinois Conmerce
Commi ssion to trust the NRC -- that Genco woul d be
adequately capitalized?

A I"mnot asking the 1CC to trust the NRC.
We're asking the 1CC to approve our petition as
requested and the NRC is given the authority by the
federal government to safely manage or safely
provide -- provide safe oversight to the operation
and decommi ssioning of all the nuclear plants in the
country.

Q Do you know what the Comm ssion's historic
policy has been with regards to | evel of NRC funding
as opposed to the level of funding required by the

Illinois Comrerce Comm ssion?
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A [''m sonmewhat familiar with it.

Q Wuld it be accurate to say that the
Il1linois Comerce Comm ssion has required nore
fundi ng than the NRC historically has required?

A Ceneral ly, yes.

Vell --

Q Genco's ability to invest decomm ssioning
trust funds will be subject to | ess oversight than
Edi son's ability to invest those funds presently;
isn't that correct?

A The conpany -- the conpany, | would believe,
woul d provide the same | evel of oversight; but
you're right, the ICC would no | onger have oversi ght
over the asset classifications that are invested in.

Q Wul d the Genco be able to nake higher risk
i nvest ment s?

A I think the Genco would evaluate the risk
versus return relationship and if the investnent
cl ass were deened to have a greater risk adjusted
return then it would invest, likely invest, in that
asset cl ass.

Q So it can make higher risk investnents than
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Edi son?

A Yes.

Q Direct testinony, Page 5, Lines 18 to 19.
Tell me when you're there.

JUDGE CASEY: Page and |ine again?

MR, TOANSEND: Page 5, Lines 18 to 19

JUDGE CASEY: Thank you

THE WTNESS: Those are bl ank spaces.

MR TOANSEND: In your direct testinony?

THE WTNESS: | got supplemental direct. Sorry.
Ckay, |'mthere.

MR, TOANSEND: They may be bl ank so on.
BY MR TOANNSEND:

Q Is this a legal conclusion or is this just
Edi son's desired result?

A I think it's both.

Q Is it being presented as a |egal concl usion?

A That is my understanding of the | aw, yes.
I"mnot sure it's ny conclusion but it's ny -- ny
interpretation of what the | aw says.

Q You're not a |awyer?

A That is correct.
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Q Page 6. The 120.933 million -- |I'msorry,
$120.933 mllion figure, that was just a figure that
was proposed by Edison, correct?

A Yeah, that was a figure that was a figure
that was developed in the '99 Rider 31 proceeding
that had general agreenment by the Comm ssion staff
and the conpany as the appropriate cost of service
for decommi ssi oni ng.

Q And it used to have the support of
Conmi ssion staff; it no | onger does, right?

A | said general support. There's one m nor
i ssue that there's been a disagreenment with the
Conmi ssi on staff.

Q And staff's objections to that nunber have
grown in this proceeding as conpared to where they
were in that proceedi ng?

A No. The staff has the same position as it
had in the prior proceeding. The result of their
position, though, results in an increase in the cost
of service, so that's why we say we're in genera
agreenment with this nunber.

Q That nunber was contested by a nunber of
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parties within the '99 case, wasn't it?

A | believe so.

Q And there's not even been a Hearing
Exam ner's Proposed Order in that case?

A That's correct.

Q And that nunber would result in
approximately a 45 percent increase over the current
deconmi ssioning rates, correct?

A That's correct, but it only results in |ess
than a 1 percent increase in overall custoners'
bills. In fact, residential custoners would --

MR TOMSEND: |1'msorry, M. Berdelle, |I'm going
to have to interrupt you at this point.

I"mkind of limted in terns of the
anount of tinme that | have to ask quest ions, so if
you coul d just answer the questions that | ask, I'd
really appreciate that.

MR ROGERS: | think the question was in terns of
a percentage. He was pointing out percentage of
what. Qherwise it's msleading. It's not a 45
percent increase in the bill.

MR TOANSEND: | didn't ask if it was a --
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JUDGE CASEY: Counsel, M. Townsend, if you have
an objection to the witness' response, make the
obj ecti on.

MR TOMNSEND: Ckay. | object to everything
beyond the initial response to ny question

JUDGE CASEY: |I'mnot going to rule on that just
yet .

M. Berdelle, if he asks you a question
try to limt your answer just to the question asked,
okay.

Now, what was the question that was
asked?

BY MR TOANNSEND:

Q Whul d Edi son's proposal result in a
45 increase -- 45 percent increase over the current
deconmi ssioning rates?

JUDGE CASEY: Ckay.

THE WTNESS: Subject to check, | think that's
true.
BY MR TONNSEND:

Q Did you performany anal ysis regardi ng the

i npact that Edison's proposal would have upon the
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annual rates paid by typical ratepayers in various
custoner cl asses?

A Yes, we did, and that's why ny response is
that for all customers --

MR, TOANSEND: Again, M. Berdelle, I"'msorry, |
have to object.

JUDGE HI LLIARD: It's a yes or no question, sir.

THE WTNESS: Yes, we did.

BY MR TONSEND:

Q Ckay. Did you produce any such anal ysis
when asked for your work papers?

A W did the cal cul ati on yest erday.

Q That was the first time that it occurred to
you to do that calcul ati on?

A I think the answer is yes.

Q Did you see the testinony of M. Bodner in
whi ch he expl ai ned the inpacts upon various types of
cust oners?

He presented that in his direct
testinmony. Had you seen that?

A W& had seen that, but that, you know, had no

rel evance to us because it was just a dollar amount
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that, you know, the $250, 000 increase to a custoner
likely is a customer that pays $25 m Ilion a year
so | mean the relevance is that it's likely a
percent or |less increase for that customer and then
after six years that custoner pays nothing, so in
our view, this is beneficial to custonmers in the

| ong run.

Q So a quarter million dollars just mght be
sitting around at that conpany that they can throw
on to pay your deconmi ssioning costs?

I"lI'l withdraw the question?

A For a typical --

JUDGE CASEY: He withdrew the question

THE WTNESS: Sorry.

JUDGE CASEY: You don't have to answer it.

BY MR TOANNSEND:

Q You didn't present any testinony with
regards to the inpact that your proposal would have
on the rates that typical ratepayers in various
cl asses woul d experi ence?

A Not witten testinmony, by, | just testified,

what the inpact would be on | arge custoners referred
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to by M. Bodner.

Q Does Edi son have any plans to securitize the
revenue stream associ ated with the decomm ssi oni ng
char ges?

A No.

Q WIl the Genco be precluded from buil di ng
deconmi ssioning costs into the narket rates that it
char ges?

A W believe -- yes. | nean, the mar ket price
for energy is based upon market forces, supply and
demand, so it's not a bottonms-up calculation as a
regul atory revenue calculation is, soit's unlikely
that the market price of energy will include any
recovery of deconm ssioning costs.

MR TOMSEND: Of the record for just a minute

JUDGE CASEY: We're off the record.

(Wher eupon, a di scussion
was had off the record.)
JUDGE CASEY: Back on the record.
BY MR TONNSEND:
Q I"d like to direct your attention to the

contribution agreement which is an attachnent to
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your direct testinony.
Genco is going to be a Pennsyl vani a

corporation; is that correct?

A | believe that's correct, but |'m not
certain.
Q WIl it be headquartered in Pennsyl vani a?

A Yes.
Q Wy is that?
A I don't know. That was part of the nerger
agreenment that the corporate headquarters woul d be
in Chicago and the Genco headquarters would be in
Pennsyl vani a.
Q How was the contribution agreenent
negot i at ed?
A | don't know the answer to that question.
Q How did it conme into being?
A I don't know the answer to that question.
Q You don't know why this says what it says?
A | wasn't a party in the devel opnent or a
person who was involved in the developnment of this
agreenment except as it relates to deconm ssioni ng.

Q Do you know whet her Edison will remain
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liable f
A
bel i eve
Q

attachne

or any environnental liabilities?
As it relates to the nuclear plants, | don't
it will, but I don't know specifically.

Draw your attention to Page 9 of the

nt, paragraph 2.3A, and in there it states

that subject to and except for transferor's

obligations pursuant to Section 2.4D excl uded

liabilit
A
contribu
Q
A
correct?
Q
A
Q
liabilit
A
Q
for thos

A

Q

ies; is that right?

You just referred to a section of the

tion agreenent?

Yeah.

You're asking me if your reference is

That's correct.

Yes.

You don't know what those exc
ies are?

No, | don't.

You don't know why Edi son wil|
e itens?

No, | don't.

You don't know what fi nanci al

uded

remain |i able

i mpact t hat
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wi || have on Edi son?

A No, | do not.

Q Turning your attention to Pages 19 and 20 of
t he agreenent.

Edi son is only obligated under the terns
of this agreenent to pay deconm ssioning costs in
the anmounts as shall be approved by the Illinois
Commer ce Conmission; is that correct?

A | believe that's correct, yes.
Q So under this provision Genco i s not
necessarily -- I'msorry.

So the Conmmission -- strike that.

If the Conmmi ssion provides for $121
mllion for six years, that will be Edison's
contractual obligation?

A Correct.

Q And if the --

A Plus the 11 mllion per year for six years.

Q And if the Conm ssion provides for |ess,
Edi son's contractual obligation will be for |ess?

A If Edison were to transfer its plants in

accordance with this agreenent.
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Q And if the Conmm ssion approves no additional
col l ections, then Edison will not have a contractual
obligation; is that correct?

A If it had transferred the plants under this
agreenent, that's correct.

Q VWhat ongoi ng obligations does Edi son have
under the agreenent?

A As --

MR ROGERS: That's a pretty open-ended question.

MR TOMSEND: It's neant to be.

BY MR TOANSEND:

Q Once you sell the plants, what el se does
Edi son have to do?

A Buy power, maybe.

Q Underneath this agreenent or is that under

the power purchase agreenent?

A That's under the power purchase agreenent.
I'"msorry.
JUDGE CASEY: | guess that's the problemw th

open-ended questions, M. Townsend.
BY MR TOMNSEND:

Q I"mtrying to figure out if there are any
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ongoi ng obl i gations.
Per haps that, are there any ongoing
obligations that Edi son has under the agreenent?

A | believe there are, and |I'mnot an expert
on this, but I believe there's certain obligations
that Edi son would have as it relates to naintenance
of substation facilities or sonmething |ike that that
CGenco is selling the power onto the electric grid
and Edison for the six-year period would be buying
that energy fromthe nuclear plants, so Edison has
an obligation to maintain the transm ssion
distribution systemin a certain fashion

Q Do you know if that's actually in the
agr eenent ?

A I"'mnot sure it's in this agreenent or there
may be a facilities agreenent that woul d cover that
si tuati on.

Q Under what circunstances may the agreenent
be term nated?

A There's a term nation provision on
Page 20, can be term nated by nutual consent of

either party, term nated by court order or pursuant
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to Section 7.1.

Q VWi ch recites those two things --

A Ri ght .

Q -- correct?

So by mut ual consent or court order,
correct?

A That's what it says here, yes.

Q So once Edison has collected all of the
deconmi ssioning funds, it could give those funds to
Genco and Genco and Edi son could then agree to
termnate this agreement; is that correct?

A Vel |, Edison would not be collecting the
deconmi ssioning funds fully until the end of the
year 2006, and this agreenent ends at the end of the
year 2006 so those periods match up rather nicely.

Q So underneath this agreenment, there's no
obligation that Genco will be responsible for
deconmi ssi oni ng the plants?

A l"msorry?

Q I thought that that's where the obligation
for Genco for deconmi ssioning came fromwas from

this contributions agreenent.
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A | believe that's correct.

Q So the agreement is going to end in 20067

A I"msorry --

Q What's --

A -- I"'mthinking of the power purchase
agreenment again. | apol ogize.

Q So underneath the contr i buti ons agreenent,
which is the one that obligates Genco to do the
deconmi ssi oni ng, Edi son can collect the
deconmi ssi oni ng funds, transfer themto Genco, and
then Genco and Edison could agree to termnate the
contract?

A | don't believe that's correct.

Once the plants are transferred, Genco
woul d then have the liability to deconm ssi on the
plants and it can't go back. It would remain with
Genco.

Q Underneath the terns of this contract?

A Underneath the terns of ConkEd' s proposal
yes.

Q VWi ch part?

A It's all included in ConkEd' s proposal. |
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don't -- can't recite the specific |language that 1'm
referring to, but it's all enconpassed in ConEd' s
proposal in this proceeding.

Q But you can't point to where it is that that
obligation would continue if the contribution
agreenment was termn nated?

A No, | can't. As I'msitting here today,
cannot .

Q Underneath the ternms of the contributions
agreenent, maybe | can direct your attention to
Section 9.1 on Page 22, Edison and Genco can agree
to anmend this agreenent at any tine; isn't that
correct?

A That's correct.

Q And | ooking at Section 9.9, what rights do
rat epayers have under the terns of this agreenent?
A | don't understand the question. Wat

rights do ratepayers have?

Q Can ratepayers try to enforce this
agr eenent ?

MR ROGERS: | think that's a | egal question

JUDGE HI LLIARD: It's an objection and I'I1
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sustain it.
BY MR TOANSEND:

Q Is it Edison's intention for ratepayers to
be able to enforce the obl igation against the Genco
that it decomm ssion the plants?

A Is it Edison's intention that ratepayers
woul d enforce the obligation? No. That's not
Edi son's intention.

Q Is it Edison's intention that the Conm ssion
be able to enforce Genco's obligation to
deconmi ssion the plants?

A No. That's not Edison's intention.

Q Is it Edison's intention underneath the
terns of this agreenent to give any rights or
renedies to either ratepayers or the Comm ssion?

A To enforce its agreenment?

Q To give any rights or renmedies. Any.

MR, ROGERS: | think the existence of rights and
renedies again is a legal question, so | would
obj ect to hi manswering.

If he knows sonething about it as a

| ayperson, he could --
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MR, TOMNSEND: |'m aski ng about Edi son's
i ntentions.

JUDGE HI LLI ARD:  You can answer the question, if
you know t he answer.

THE WTNESS: | don't know the answer.

BY MR TOANSEND:

Q Suppl emental direct testinony, Page 11. Let
me know when you're there.

A "' mthere.

Q There you state that as a practical matter
no transfer of the nuclear stations can be nade to
the Genco wi thout adequate provision for funding of
deconmi ssi oni ng costs.

This woul d include the transfer of the
assets now held in deconmm ssioning trust funds and
approval of the collection of $123.933 nmillion per
year for six years as proposed in the petition

Do you see that?

A You said 123.933 million. It says 120.933
mllion, but otherwise you read it correctly.

Q VWhat do you nean as a practical matter?

A VWll, what | nean there is that it would be
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unlikely that this transfer woul d take place unl ess
the conpany were able to get sone certainty as it
relates to the resolution of deconm s sioning funding
and how much woul d be collected fromratepayers and
set aside in decomm ssioning trusts.

Q So there just needs to be sone certainty;
you're not saying that Edison has to receive
everything that it's asked for in order for the
transfer to go forward?

A Qur proposal is that it does receive
everything it asks for.

Q The question is if Edi son does not receive

100 percent of what it is asking for in this

proceeding, will it still transfer the stations to
Genco?
A | would say | can't speak for what Edi son

woul d do. That's a decision that woul d be nade by
the chief executive officers and the board.

I can speak in terns of what | would
advise the CEOto do. And ny advice is that the
col lection of 120.933 nmillion skews trenmendous ri sk

to the Genco and it should not accept anything |ess

1007



10

11

12

13

14

15

16

17

18

19

20

21

22

than that anount.

Q So if only $120 million for six years were
approved within the context of this proceeding, you
woul d recommend that the whole deal is off; that the
nukes should not be transferred to Genco?

A As | said, | would recomrend that the ful
amount be received.

It's unlikely in nmy mind t hat the
Conmi ssi on woul d authorize 120 mllion and just
shave of f 933, 000.

Q Vell, what if the nunmber was 100 mllion for
six years?

A I would recomend the conpany not transfer
the plants.

Q So when you say as a practical matter
you're just tal king about what your reconmendation
woul d be; not necessarily what Edison's ultimte
concl usi on woul d be?

A Vel |, you know, |'m speaking for Edison, but
you asked ne a hypothetical in terns of whether the
plants would be transferred if it received sonething

| ess than the 120.933 mllion
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Q You don't know what Edi son would do if it

received | ess than 120 --

A That's correct.
Q --.933?
A That's correct.

Q Page 13, Line 40 through 46.

MR ROGERS: Sane docunent?

VMR TOMSEND: Sane docunent.

BY MR TOANSEND:

Q Genco does not exist yet, does it?

A No, it does not.

Q So when you say that Genco will accept the
risk of shortfall in decomm ssioning anounts because
it believes that the stations can be operated
profitably even in light of the risk, who are you
tal ki ng about ?

A I"mtal king about the individuals that wll
be working in the Genco once the Genco is created
and what those individuals believe in terns of
profitability of the Genco.

Q And you spoke with those people in order to

come up with this statement?
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A Yes.

Q And how do those fol ks define the term
profitably or what did you nmean by the term
profitably when you used it in that sentence?

A I would say profitably in that sense neans
that it's earning a reasonable rate of return for
its -- for the conpany and that its cash flows are
sufficient to operate the plants safely.

Q What rate of return?

A What rate of return will it achieve?

Q You said a reasonable rate of return
Specifically what rate of return?

A For which year?

Q If it varies, | et me know.

A I would say the rate of return -- see, the
Genco will have plants fromthe PECO organization
and it will have plants and power purchase
agreenments from ConEd.

So the whole Genco likely will have a
hi gher rate of return than the portion of the Genco
that is being formed by the addition of the ConEd

pl ants.
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So | believe the overall Genco, the pro
formas | have seen, will operate at roughly a 15 to
20 percent rat e of return whereas the contribution
of the ConEd plants and power purchase agreenents
will contribute roughly a 12 percent rate of return
to the Genco

Q Do you know what |evel of debt is assuned
within that -- 1'll w thdraw the question.

D d you devel op any work papers from
talking with the people who were going to be running
Genco?

A I have not devel oped work papers but |
believe there were work papers that were devel oped.
Q You don't have any notes to substantiate
this claimthat you make in t hat first sentence we

just referred to, do you?

A I don't have any notes. | have seen sone
results of sone studies that reflects the
profitability of Genco.

Q Turning to Page 14, see --

JUDGE CASEY: If you can try to speak in the

m crophone or at least get a little bit closer to
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THE WTNESS: Sorry, | will do that.

JUDGE CASEY: That's okay. Page 147

MR TOMSEND: Page 14
BY MR TONNSEND:

Q VWhat additional flexibility would Genco have
to invest the decomm ssioning trust fund?

A Wll, the flexibility that | was referring
tois the level of equity investments that curr ently
isalimtation on these trusts for Contd.

ConEd is limted currently to 65 percent
equities in the trust. And prior to a petition |ast
year, ConkEd was limted to 60 percent equity
investnments in the trust.

And at that time the company -- the
trusts, | should say, were bunping up against the
maxi mum percent age all ocations to equities just
because of appreciation that had existed in the
market on the equity -- the fair value of the
equities.

So the conpany petitioned to raise the

cap to 65 percent |ast year and was able to get
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approval on that, although that still is a |ack of

flexibility, or better put, better said, the Genco
wi Il have added flexibility because that limtation
woul d not exi st.

Q So you anticipate that Genco m ght invest in
a level of equity above the 65 percent?

A The Genco woul d invest in whatever asset
classes it deens to be appropriate on a risk
adj usted basi s.

There may be tines in the marketpl ace
where the Genco believes that a greater allocation
than 65 percent equities is appropriate.

It may believe that |ess than 65 percent
may be appropriate and it all depends upon market
conditions that exist at the various times that it's
maki ng its investnents.

Q If Genco were to receive a higher return on
its investment, doesn't that nean that Genco is
maki ng riskier investnments?

A Not necessarily. Could nean it's making
| ess risky investnents.

Q VWhat investnment strategy will provide a
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hi gher return with | ess risk?

A Vell --

Q Tell ne, because | --

A Let's take a scenario where 100 percent of
the assets are invested in corporate bonds.

One coul d suggest that a nore diversified
portfolio that m ght have 50 percent equities and 50
percent bonds might actually be a | ess risky
diversified portfolio.

Now, that 50 percent equities generally
woul d generate higher returns than an asset class
that's totally devoted to corporate bonds; so in
that case, higher return and | ess risk could be
achi eved.

Q But those aren't the types of constraints
that are facing deconm ssioning trust fund. They
aren't currently in 100 percent corporate bonds, are
t hey?

A No. They're not 100 percent in corporate
bonds, but there are linmtations in terns of what
can be invested. In other words --

Q In your exanple, though, you're suggesting
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that there should be diversification between stocks
and bonds, right?

A That's correct.

Q And there currently can be diversification
bet ween stocks and bonds; is t hat correct?

A Right, there's other limtations on, you
know, the credit quality of the types of corporate
bonds that could be invested in.

There's limtations on how nuch
i nvestments can be nmade internationally. There's
all sorts of limtations in regards to this.

Q Those limtations limt the risk of the
investnment for the trust fund?

A That's not true. That's not true. Mbst
expert investnent advisors would suggest to you that
an opportunity to invest overseas will actually
|l essen the risk of an investment portfolio because
the international equities return -- generate
returns conversely to the U S. nmarket pl ace.

So a nore diversified portfolio in
certain cases that have a higher asset allocation to

international equities could actually |essen the
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risk of a portfolio.

Q Absent this proposal in the instant
proceedi ng, woul d Edi son petition to obtain this
additional flexibility to benefit ratepayers?

A Pr obably not .

Q. Rebuttal testinony, Page 2, Line 12. Please

define the term subopti nmal

JUDGE HI LLI ARD: What |ine?

MR TOMSEND: Line 12 -- I'msorry, 13

THE WTNESS: No, it' s Line 12.

Subopti mal woul d be a | evel of
performance that would be | ess than opti mal
BY MR TOANNSEND:

Q Can you descri be how you woul d antici pate
Edi son's rates would be affected if plant
performance were optimal and Edison's petition in
this proceedi ng were deni ed?

A Rates? Rates are frozen through 2004.

["msorry, | don't understand the
question. Could you add clarity to the question?

Q Rates are only frozen through 2004. |'m

tal ki ng beyond 2004.
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A Ckay. Beyond 2004, if the nuclear plants
were not transferred to the Genco and the plants
oper ated suboptimally?

Q |"msorry, operated optimally was the --

A Ootimally? And the question s what woul d
happen to rates?

Q That's right.

A I don't know. | mean that requires nme to
assune nmany things that will exist in the year 2005
such as how many custoners ConEd i s serving, what
inflation, general inflation exists between now and
then, many other factors besides the perfornmance of
nucl ear stations.

Q Do you have Edi son's response to CUB Data
Request No. 11? | think we tal ked about that
earlier.

VWhile they' re looking for that, I -- in
your testinony on Page 3 of your rebuttal testinony
is it your understanding that this is the docunent
upon which intervenors reli ed to determine the 7.36
percent ?

A VWi ch docunment are you referring to now?
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In your rebuttal testinony --

Ri ght .
Q -- in your answer that's Lines 14 through
24.
A Ri ght .
Q Is it your understanding that intervenors

relied upon Edi son's response to CUB Data Request
No. 11 for that response?
A | don't believe so.
Let me reread the question and answer
to -- on Page 3 of ny rebuttal testinony, okay.
I don't know what intervenors relied upon
in generating this response.

Q You don't know what intervenors may have
relied upon to come up with the 7.36 percent?

A The 7.36 percent was a nunber that was
included in an attachnment to ny direct testinony so
I don't think it was they necessarily had to rely on
a data request response by the company.

Q But Data Request Response No. 11 then asks
about that attachnment to your testinony?

A kay. That's fair.
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Q That is how you derived the 7.36 or this --

A No.

Q Thi s data request response responds to that
7.36 percent; is that fair?

A No. The 7.36 percent is the conpany's
long-termestimate of the trust fund investnment
returns that will exist in both the tax qualified
and the nontax qualified trusts. That's an
after-tax figure.

Q VWi ch intervenors are you saying used the
7.36 percent?

A | believe every intervenor used the 7.36
percent, as far as | know

Q Did you performany cal culations to
determ ne whether or not Coalition Wtness Bodner
relied on the 7.36 percent?

A | don't recall.

Q Well, did you produce any work papers that
woul d suggest that you went back and tried to check
that information?

A W did not produce any work papers to verify

what M. Bodner used in his anal ysis.
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M/ response "I don't recall” is | don't
recall what investnent return M. Bodner used in his
anal ysi s.

Q How has the trust fund performed in recent
year s?

A The trust fund has perforned well in recent
years which is reflective of the overall performance
of the stock market that has perforned well in
recent years.

Q Wul d you be willing to accept subject to
check that as of Decenber 31, 1999, the total trust
had a return for one-year period of 10.3 percent?

A On an after -tax basis or pretax?

Q Vll, why don't you tell me.

[f you turn to your response to CUB Data
Request No. 22, the second page?

A "1l accept it subject to check

JUDGE CASEY: Wat are we accepting subject to
check, pretax or after tax?

THE WTNESS: kay. It is pretax. And pretax,
it says at the heading of that colum, before tax

and before fees.
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BY MR TOMSEND:
Q Before tax for the three-year period it has

a return of 16.9 percent?

A That's correct.
Q For five years, 17.3 percent?
A That's correct.

Q And since inception in Septenber of '89
12.5 percent?

A That's correct.

Q And you criticize intervenors for using 7.36
percent ?

A No. The 7.36 percent is our after -tax -- is
Conkd's estimate of the after -tax and after-fee
performance of these trusts over the next 20 to 30
years over the --

Q That' s Edi son's nunber?

A That is Edison's nunber that's been in place
since 1994 and has not -- has been approved by t he
Conmi ssi on each year since 1994.

Actually it's increased. Wen the
conmi ssion all owed a higher percent of equity in

the -- in the trust last year. It used to be less
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than that.

Q Page 15, Lines 5 to 10, you criticized M.
St ephens - -

JUDGE CASEY: Let himget there

BY MR TOANSEND:

Q -- M. Stephens there?

A In the rebuttal ?

Q Rebuttal .

A Page 15? Yes.

Q Do you criticize M. Stephens for assum ng

md point of $1.6 billion for the equity to Genco;
do you see that?

A Yeah. The $1.6 billion was an estinate that
was the mdpoint of the estimates related to the
plants that would be transferred to the Genco.

There are other assets that are
transferred to the Genco, and so the estinates of
equity infusion in the Genco fromthe ConEd plants
woul d be roughly 2 billion

Q VWhat's the approxi mate origi nal cost of the
pl ant s?

A VWi ch plants?
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Q The nucl ear pl ants.

A The 13 nucl ear units? Approximately 14 to
$15 billion. The 2 billion relates to the --

Q There's no question pending. Thank you.

A Clarification.

Q VWhat is the basis for your claimthat
establ i shing Exel on Genco as a separate generating
conmpany woul d pronote conpetition?

A Fundanental ly it's separating generation of
electricity fromthe transm ssion and distribution
of electricity which long term should pronote
additional entrants into the area.

And the belief is that the nore
generators and the nore entrants that are in the
electricity market will be beneficial to ratepayers.

Q So it's increasing the nunber of
participants in the nmarket?

A Yes.

Q As a result of functionally separating the
utility?

A That's correct.

Q Are you famliar with the functional
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separati on proceeding that's been pending before the
Cormmer ce Conmi ssi on since 1998?

A Not specifically, no.

Q Do you know general ly what Edison's position
has been in that proceeding?

A Not really.

Q Do you know whet her or not Edi son proposed
an integrated distribution conpany to avoid
functionally separating the utility in that
pr oceedi ng?

A To avoid functionally separating the utility
from what ?

Q From functional |y separating the generation
components fromthe transm ssion and distribution
conponent of the utility?

A I"'mnot famliar with that proposal.

Q Whul d you agree that every custoner interest
that has presented testinmony in this proceedi ng has
concl uded that Exelon Genco should not be allowed to
reap benefits of additional deconm ssioning charges?

A | don't believe that's true.

Q That's the position -- is that your
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under st andi ng of the position of the industrial and
health care coalition?

JUDGE CASEY: Are those one in the same?

MR TOMSEND: That's ny clients. They're very
i mportant to mne.

JUDGE CASEY: Not to be contused with
M. Robertson's clients.

MR TOMSEND: |'ll ask about them next or allow
hi m to.

THE WTNESS: You're asking ne what your position
is?
BY MR TOANNSEND:

Q I"mtrying to understand your understandi ng
of our position.

Do you understand that the coalition that
we represent opposes Exel on Genco receiving
addi ti onal decomm ssi oni ng charges above and beyond
anything that currently exists in the
deconmi ssioning trust funds?

MR ROGERS: | would object to having the w tness
characterize the positions of the other parti es in

the case. | don't see the rel evance of that.
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MR TOMNSEND: Trying to get his understanding

JUDGE CASEY: The objection is sustained.

JUDGE HI LLI ARD: W have got at least four and a
hal f nmore schedul ed hours of testinony.

VMR TOMSEND: Under st ood

JUDGE HI LL: If you could nove al ong.

MR TOMSEND: | think that the basis for the
remai nder will be confidential docunents, and so at
|l east at this point | would yield to soneone el se
conducting cross-exam nation with the understandi ng
that at some point in the future we'll be going in
caner a.

MR HANZLIK: Can | just ask, are those the
docunents whi ch we were asked about this norning or
are these sone other docunents?

MR, TOMNSEND: They are relating to confidenti al
docunents, sone of which -- well, the docunents that
we received |late on Friday or on Saturday
interrelate with the other docunents so.

MR HANZLIK:  And just so the record is clear, we
did provide color copies at the beginning of this

aft ernoon as request ed.
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MR, TOMNSEND: Appreciate that. Thank you

JUDGE HI LLI ARD: Col or photographs. Did you
straighten that out. |Is that what you're telling
us?

MR HANZLI K:  Yes.

JUDGE HI LLI ARD: You want to reserve the right to
question himon these recently produced docunents at
some later point in tine?

MR TOMSEND: If | nmay.

JUDGE CASEY: Counsel, there were sone additiona
questions, though, that you had that ar en't
necessarily referring to those col or copy docunents;
is that right?

MR, TOANSEND: Not just the color docunments but
confidential docunents.

JUDGE CASEY: In camera instead of going back and
forth, we want to try to do it all at once. kay.

Thanks, M. Townsend.

MR, TOANSEND: Thank you

JUDGE CASEY: M. Robertson.

MR, ROBERTSON: | have got a little bit. You

want to take a break for a m nute?

1027



10

11

12

13

14

15

16

17

18

19

20

21

22

JUDGE CASEY: Wiy don't we take a -- why don't we

take about a five-mnute break and then cone back.

We're off the record.
(Whereupon, a brief

recess was taken.)

JUDGE HI LLI ARD: On the record.

A

Q

M . Robertson, please conmence.
CRCSS - EXAM NATI ON
BY
MR ROBERTSON:
Hello, M. Berdelle.
Hell o, M. Robertson.

I just want to clear up sonmething, if | can,

at the beginning. My save a little tine.

Do you agree or disagree with the

statement that says if the market price for

electricity and other factors affect the

profitability or are favorable,

the Genco can enp | oy

the profits it will receive to conpensate for the

shortfall in nuclear decomm ssioni ng?

A

| agree with that statement, to the extent

the shortfall exists.
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Q Ckay. Would you turn to Page 2 of your

direct.

Wth regard to your statenent at
Page 2, Lines -- | think it begins on Line 3 and
ends on Line 6, M. Townsend di scussed, | think

this same type of statement with you

A Yes.

Q Are there any ci rcunstances under which in
your opi ni on ContEd woul d be prohibited from
recoveri ng decomm ssioning costs fromretail
cust onmers?

A Yes.

I f ComEd unreasonably spent costs in the
process of decomm ssioning, then those would not be
recovered fromratepayers

Q So the -- is there any other circunstance?

A That' s the only one I can think of.

Q So am| correct that it's the conpany's
position that regardl ess of to whomthe plants are
transferred and regardless of that entity's
assunption of responsibility for nuclear

deconmi ssi oni ng, Commonweal t h Edi son woul d have the
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ongoi ng right to recover nucl ear decomm ssioning
costs fromcustoners; is that correct?

A Could I have the question read back?

(Wher eupon the record was
read as requested.)

THE WTNESS: | think it's ConEd' s position that
to the extent that they contract with that third
party for satisfaction of that third party taking on
or absorbing the decommi ssioning liability, then
ConEd has the right to recover those costs from
r at epayers.

BY MR ROBERTSON:

Q So am 1 correct then that in the absence of
Commonweal t h Edi son's contracting to assune that
responsi bility, Comronweal th Edi son woul d have no
right to continue to recover nucl ear deconmi ssioni ng

costs fromcustoners under those circunst ances?

A If it transferred the plants to a third
party, | believe that's correct.
JUDGE CASEY: I'msorry, | mssed that.

If who transferred it to a third part vy.

THE WTNESS: |If ConEd transferred the plants to
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a third party and did not contract for the unfunded
deconmi ssioning liability, then it would not have
the right to collect.

BY MR ROBERTSON:

Q Now, as | understand it, it is the conmpany's
position that Genco itself has no legal authority to
col | ect deconmi ssioning costs from ConEd' s ret ai
custoners; is that correct?

A That's correct.

Q Now, is it also correct that in Section 6.6
of -- strike that.

Is it Section 6.6 of the contribution
agreenment whi ch addresses deconmi ssi oni ng recovery
i ssue as between CGenco and ConEd?

A Yes.

Q And is there anything in Section 6.6 that
limts the obligation of ConEd to recover nucl ear
deconmi ssioning costs to six years?

A No.

Q. At Page 5, question and answer 9, Line 25 to
31 of your direct testinony, Exhibit 2, you state

that the contribution agreenent requires ConEd to
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col l ect the deconm ssioning amounts approved for

recovery by the Comm ssion under the PUA in

Ri der 31; is that correct?

A Yes.

Q Is it also correct that the contribution

agreenment does not specify a particular dollar

anount to be coll ected by ConEd?

A That's correct

(Change of reporter.)

BY MR ROBERTSON

Q Is it correct that the contribution

agreenment does not specify a particular -- I'm

sorry. Strike that, specify a range of

deconmi ssi oni ng anounts to be collected by Conkd and

turned over to Genco?

A It does not.

Q Aml

I"mgoing to try to shorten this

I'ine of questioning up

Am |

correct in assumng that there's

nothing in the docunments in this transaction

i nvol ving the transfer of the nuclear assets which

woul d prevent

strike that.
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There is nothing in the docunents
associ ated with the transfer of the nuclear units
that obligat es Conmonweal th Edi son to pay nucl ear
deconmi ssioning costs for a particular period of
time or in a particular anount?

A That's correct.

Q | take it that the Genco representatives
that you tal ked about with M. Townsend are aware
that the -- ConEd is proposing that recovery be
limted to six years; is that right?

A That's correct.

Q Now, absent the agreenent of
Conmonweal th Edi son to be obligated for these

nucl ear decomm ssi oni ng costs, Genco would not be

entitled to recovery of decomnm ssioning costs fr om

Contd for any period of tine, is that correct, or
from ConEd' s custoners, | nean?
I think we already established that

earlier.

MR, ROGERS: I thought it was asked and answered

al so.

MR, ROBERTSON: Ckay. Then | withdraw the
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questi on.
BY MR. ROBERTSON:

Q Now, in your cross-examnation -- again, I'm
going to try to shorten up a Iine of questions
because M. Townsend touched on it, but | want to
make sure | under st and.

Wul d you agree with me, M. Berdelle,
that this agreenent -- contribution agreenment that
will exist between ConkEd and Genco is not the result
of an arns-length negotiation between two separate
parties?

A Yes.

Q Now, the end result of the creation of
Exelon Genco will be that all of the generating
resources that were previously owned either through
contract or directly by Commonweal th Edi son, all of
the PECO generating resources as well as those of
Amergen would be collected into a single generating
company; is that correct?

A That's correct, contingent upon the
satisfactory resolution of this proceeding.

Q Ckay. Now, would you agree with ne that if

1034



10

11

12

13

14

15

16

17

18

19

20

21

22

that's -- well, strike that
Were PECO Commonweal t h Edi son and
Amergen competitors in the whol esale market prior to
this time?
MR, ROGERS: | think that is the beyond the

scope of this witness' direct exam nation

VR ROBERTSON I don't think so. The wi tness
has tal ked about the benefits that arise -- benefits
to conpetition. | think the question --

JUDGE HI LLI ARD: I f you know t he answer, answer

the question, please.

THE W TNESS: Yeah, | don't believe, prior to
the contribution agreenent being established, that
ConEd and Anergen were conpetitors. | don't think
Amergen owned any plants in the imediate vicinity
that would constitute a conpetitor

PECO may have been, prior to the creation
of this agreenent, a -- an entity which Conkd
purchased or sold electricity to.

BY MR ROBERTSON:
Q Al right. Now, would you agree with ne

that Illinois Power was a conpetitor of Commonweal t h
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Edi son i n the whol esal e nar ket ?

A Yes.

Q And Amer gen bought the dinton nuclear unit;
isn't that correct?

A Amer gen has subsequently purchased the
dinton nucl ear plant.

Q So the end result is that we now have a
singl e generator -- generating conmpany where we used
to -- after all this is done where we used to have
three; is that correct?

A No. No, there's many generating conpanies
in this area.

Q VWell, of the three that we're tal king about,
they' ve been conbined into one; is that correct?

A The three bei ng?

Q The d ark nuclear unit, which is owned by
Illinois Power was a conpetitor of yours; your
generation, and the PECO generati on.

A Cnh, okay. That will becone comnbined into
one after the nerger is consunmated, correct.

Q Do you know whether or not it has been -- if

you know, M. Berdelle, whether or not it's been
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Conmonweal th Edi son's position in presentations nmade
to this Conmission that it is necessary for a
conpetitive whol esal e generating market to devel op
if there's going to be retail conpetition in
Il'linois?

A I would say to have successful retai
competition, that would be a correct statenent.

Q Ckay. Wuuld you turn to Page 9 of your
direct, Question and Answer 18.

A Yes.

Q Now, there, you ask yourself, "WII the
Genco perform nonradi ol ogi cal deconmm ssioning at the
stations"; is that correct?

A That's correct.

Q Now, you don't answer that question yes or
no, do you?

A No, not -- not this answer, | do not.

Q Ckay. And at the tine you prepared your
testinmony, was it safe to say that Commonweal th
Edi son intended to nmeet all the applicable | ega
requi rements for decomm ssioning, no nore, no |ess,

in the context of Genco being responsible for
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deconmi ssi oni ng?

A It was the conpany's intention when we first
filed this testinony that Genco woul d perform both
radi ol ogi cal and nonr adi ol ogi cal deconm ssioning, to
the extent funds would be avail abl e, and woul d
perform those deconmm ssioning activities in
accordance with all existing | aws.

Q But that's not the response you gave to this
question, is it?

A No, not fully; that's correct. But that was
the conpany's intention

Q Wul d you go to Page 11 of your direct,
Question and Answer 25.

A Yes.

Q Why under this FASB standard can't
Conmonweal t h Edi son recogni ze t he decomn ssi oni ng
fund assets as partially offsetting the liability
Conkd wi ||l have?

A The Fi nanci al Accounting Standards Board
does not allow offsetting assets against liabilities
in the context of nucl ear deconmm ssi oni ng.

Q I s that because the nucl ear deconm ssi oni ng
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funds are ded- -- | don't know the correct
accounting term but are dedicated to nucl ear
deconmi ssioning and that's it?

A No, the accounting rules only allow
offsetting when a liability is actually -- I'm
trying to think of the right term

When the liability has actually been
settled through the trustee whereby the trustee is
actually settling the liability -- the entity, and
then in that case offset the asset with the
liability.

Q VWen t he deconmi ssi oni ng actually occurs and
distribution is made fromthe trust?

A Ri ght .

Q Ckay.

A Actual ly, the industry attenpted to convince
the Financial Accounting Standards Board to consider
offsetting in this context, but it expressly denied
it.

Q Now, are there other ways, hopefully, for
Genco to obtain the revenues necessary to

deconmi ssion units, to the extent that underfunding
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occurs, aside fromcollecting those revenues through
margin on sales of electricity?

A O her than through margins of sal es of
electricity?

Q Yes.

A There may be.

Q Cost reductions?

A Well, that affects your margins on sales.

Q kay. So all of those activities for cost
reductions or increased sales, or whatever, are what

goes to make up the margin?

A Correct.
Q Ckay. Wuuld you turn to page -- make sure
got the -- just bear with me a second. | want to

make sure |'ve got the right testinony.
Turn to Page 11 of Exhibit 6, your
suppl enrent al direct.
A I"mthere.
Q And 1'mgoing to talk to you about your
testinmony that begins at Line 13 on that page and
continues over to Line 11 on the next page, okay?

A Yes.
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Q Now, you begin at the beginning of this
portion of your testinmony to describe the | ega
authority of ConEd to nake deconmi ssioning
collections even if its petition is not approved; is
that correct?

A Correct.

Q Did you prepare any part or a portion of
this testinmony?

A This specific portion of this testinmny?

Q Yes.

A No, this was prepared under gui dance by
counsel

Q Are you famliar -- strike that.

"Il state the obvious, because you
sounded kind of proud to be an accountant and not a
|l awyer, M. Berdelle. Are you fanmiliar with the
rules of statutory construction as determ ned by
Il'linois courts?

A Not really.

Q Is it true that you testify at Page 12 of
Exhibit 6 of your supplenental di rect that when

ConEd sells or disposes of its ownership in a
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nucl ear power plant, it may contract for the
unfunded decommi ssioning liability to be assuned by
anot her entity?

A Yes.

Q Now, you reference Section
8-508.1(c)(3)(iii) of the Act to support that
statenment; is that correct?

A That's correct.

Q Now, | take it that you believe, because you
put it in your testinony here, that Section
8-508.1(c)(3)(iii) of the Act authorizes ConEd to
contract for the unfunded decommi ssioning liability
to be assuned by CGenco; is that correct?

A I think what the Act authorizes is that, to
the extent that ConkEd does contract with Genco for
the unfunded liability, it allows continued
col l ections of those costs fromratepayers.

Q Well, don't the words you quote in that
sentence there at Line 2, beginning at Line 1 and
continuing to Line 6 of Edison Exhibit 6, Page 12
isn't that |anguage taken directly from Section

8-508. 17
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A Sonme of it is. | don't believe all of it

Q I want to read you the first sentence of
subsection (iii) we've just been discussing.

"In the event a public utility sells or
ot herwi se di sposes of its direct ownership interest,
or any part thereof, in a nuclear power plant.”

Now, that's not the whole sentence, but
that's basically the quotation in your testinony,
isn't it?

A Right, and that is in quotations. So that's
a direct quote fromthe Act.

Q Then if | go alittle farther on in that
sentence, in fact the last four words in that
sentence are, "assuned by another entity"?

A Correct.

Q So that also comes from --

A That's correct.

Q kay. So the thrust of your testinony here
is that it is (iii) of Section 8-508.1(c)(3) which
provi des that when ConEd sells or otherw se di sposes

of its direct ownership interest in a nuclear plant,
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it may contract for the unfunded decomm ssi oning
liability to be assuned by another entity, isn't it?

MR, ROGERS: I"mgoing to object to continued
questions on a |legal issue here.

This was testinmony that was given in
response to a specific question fromthe Hearing
Exam ners. So sonme witness had to sponsor it, but
the question is, what is the legal basis for the
assessment. And he's testified that he is a
nonl awyer and was prepared by counsel

W'l all have a chance to address this
in our briefs. | thought perhaps this would be nore
rapid than it was, but | do think we're getting in
just testinmony about |aw and that doesn't probe this
wi t ness' s know edge.

MR, ROBERTSON: Wll, this witness i s sponsor ing
the testinony. The conpany, in its response to
Questions 1 through 9 here, Exhibit 14, if you'll
note, took the opportunity to say inits last -- in
response to Question No. 9, "Wat authority does the
Conmi ssi on have to approve ConEd's petition? Pl ease

provide a detailed statutory analysis.” It took the
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opportunity to say they were going to reserve that
issue for their brief.

They coul d have done that here, but they
didn't doit. They put this witness forward to
state what the conpany's legal position is and |
think I have a right to cross him recognizing that
he's not a | awyer.

JUDGE HI LLI ARD: Where are you going with this?

I mean, he's told you he's not a | awer
and you're reading the statute to himand he agrees
to, yeah, that's the statute.

What's the point?

BY MR ROBERTSON:
Q Vll, let me go to this point:

Isn't it true, M. Berdelle, that there
is no specific authority in (iii) for the conpany to
contract with another entity to assune its nucl ear
deconmi ssioning liability? |In fact, subparagraph 3
really addresses the issue of refunds at the tine of
a transfer of the nuclear units?

MR, ROGERS: | again object. It's just calling

for a debate about a question of |aw
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JUDGE HI LLI ARD: Vell, if he has an
under st andi ng of the provision that he wants to tell
us what it is, that's fine. |If he doesn't know the
answer, just tell us he doesn't know the answer.

THE W TNESS: Well, it's nmy understanding that
the conpany's position, froma nonattorney, is that
the conpany is contracting with the Genco -- Conkd
is contracting with the Genco to take on the full
nucl ear deconmmi ssioning liability associated with
the 13 units.

And in return for taking on that

liability, ConEd will transfer the full amount in
t he decommi ssi oning trust funds and suppl ement those
anounts through collections for a period of six
years of ratepayers, collections of certain anounts
fromratepayers. |It's the conpany's petiti on in
this proceeding that that collection be
approximately 121 mllion.

MR, ROBERTSON: Wul d you read the question back
for me, please.

(Record read as requested.)

MR ROBERTSON: | nove to strike the entire
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answer as nonresponsi ve.

JUDGE HI LLI ARD: Sust ai ned.
BY MR ROBERTSON:

Q Can you answer the question | asked you
M. Berdelle?

A Vll, | could enbellish the |ast answer.
And | should have added to the | ast answer that --

Q VWait, wait, wait. You can't enbellish an
answer that's not in the record anynore.

A Well, it's the conpany's position that there
woul d be no refunds owed because ConEd woul d be
satisfying the liability that woul d be transferred
to the Genco by transferring the trust funds and
paying 121 mllion for six years into those trusts.

That is a full satisfaction of the
liability that Genco is absorbing. Therefore, there
are no refunds that are due and ow ng.

MR, ROBERTSON: In all due respect to
M. Berdelle, | don't think that answer is
responsive either, and therefore, I nove to strike
and ask the witness to be directed, if he can, to

answer the question that | asked.
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MR ROGERS: I think this illustrates the
problem if we're just going to debate the law. The
Wi t ness has done the best he can --

VR ROBERTSON: Then | nove to strike Lines 12
through 46 on Exhibit 6, Page 11, and Lines 1
through 11 on Exhibit 6, Page 12.

If I can't ask the witness what his
under standi ng of the testinony that he's sponsoring
is now, he my not. He may tell me he doesn't
understand, that's fine. But he's still not
answered the specific question which is pretty
simple, and the | anguage here is pretty clear.

MR ROGERS: I think he has done his best to
answer, but what he's i llustrating is is that he's
not a | awyer.

The testinmony was provi ded because we
were asked specifically to provide the testinmony and
so we did the best we coul d.

MR, ROBERTSON: I"msorry. Wat he's
illustrating is, is he's a darn good w tness and
he's not answering the question | asked, but he's

answering the question that he wanted me to ask and
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I haven't.

Can you answer the question that | asked,
M. Berdelle?

JUDGE CASEY: Hol d on one second.

MR ROBERTSON.  Ckay.

JUDGE CASEY: Your first notion to strike the
answer as unresponsive is granted, all right?

Now, the question -- we're going to read
back the question one nore tine. And, M. Berdelle
if you can answer it, fine. |If you can't, fine.

But then we're going to kind of pull back the reigns
here.

JUDGE HI LLI ARD: Li sten careful carefully to the
question and answer it or don't answer it.

(Record read as requested.)

THE W TNESS: And | guess the answer is | don't
know if there's specific authority in that citation
BY MR ROBERTSON:

Q So you don't know -- your testinony is you
don't know whether this statenment at Lines 1 through
6 of Page -- Page 12, Exhibit 6 is correct?

MR, ROGERS: | disagree with that. You're
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m scharacteri zing the statenent.

THE W TNESS: My statenent -- or the statenent
here is correct.
BY MR. ROBERTSON:

Q VWll, you' ve already testified that this
statenment is based on 508.1 and the section -- the
subsection of that section that's quoted here, and
that the | anguage that you quote comes fromthat
secti on?

A The | anguage in quotation marks cones from
that section.

Q kay. So it's not your -- this statement is
not intended to say that it is 8-508.1 which
provides the authority for such a contract; is that
correct?

A | don't know what provision in the | aw
all ows ConEd to contract with Genco, but |I'm advised
by my counsel it is within existing law, and | don't
know whether this is the citation or there's another
one.

Q VWll, I know you're not a | awyer, but would

you agree with ne that the word "contract" doesn't
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appear anywhere in that subsection?

MR, ROGERS: I think you have to bring that
section out. He does not have it in front of him
And he asked nme and | don't have it either, but I --

MR, ROBERTSON: If | read it to you, will you --

MR, ROGERS: | don't see t he point. Either it
is or it's not.

MR, ROBERTSON: Ckay. Strike that.

JUDGE CASEY: And it's not quoted. The word
contract's not within his passage.

VR ROBERTSON Ch, | understand that.

JUDGE CASEY:  (xay.

BY MR ROBERTSON:

Q Now, you're not here to testify -- you're
here to testify for Commonweal th Edi son; is that
correct?

A That's correct.

Q You're not here as a representative of the

A That's correct.

Q You have no direct know edge of what Genco

woul d accept or would not accept with regard to any
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deci sion made by this Comm ssion on nucl ear

deconmi ssi oni ng cost recovery; is that correct?

A That's correct. | only have know edge in

terns of what | woul d advise Genco to accept.

Q And | haven't asked you that.

A Ri ght .

Q VWere in the contribution agreenent

you have that. Let me |look at it real

I'"'mnot remenbering correctly.

Wul d you go to Exhibit 8, please,

maybe

Maybe

your rebuttal testinony and | ook at Line 22 where

you tal k about the $2 billion.
A I|"msorry. What page was that?

JUDGE CASEY: What page?

MR, ROBERTSON: I"'msorry. Page 15, Line 22.

THE W TNESS: Yes.

BY MR ROBERTSON

Q If I wanted to -- if we use the $2.2 billion

in consideration instead of the 1.6 billion that's

mentioned here, would you agree with me that using

M. Stevens' approach, the return would be in the

nei ghbor hood of 25 percent?
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A No.

Q Ckay.

A Because | don't agree with M. Stevens
appr oach.

Q Well, that's what | thought you were going
to say.
Do you agree or disagree w th other
Wi tnesses in this proceedi ng who have suggested t hat
as long as there is a positive difference in the
growm h rate of the deconm ssioning trust fund --
between the growth rate and the deconm ssi oni ng
trust fund and the rate of inflation -- strike that.
In Exhibit 8 at Page 7, Lines 24 to
28 -- 24 through 28, you state, "The Commi ssion is
being offered the opportunity to approve
deconmi ssioning collections at a rate that would
only be adequate if a cost escalation rate
significantly below the rate supported by the
evi dence were achieved"; is that correct?
A Yes, that's correct.
Q And al so el sewhere in your direct testinony,

you refer to the conpany's desire to settle the
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deconmi ssi oning issue --

A That's correct.
Q -- is that correct?
A That's correct.

Q Do you consider this proposal to be a
settl ement ?

A I think this would settle the issue of how
much to collect fromratepayers.

Q So in that sense, it is a settlenent
proposed by Conmonweal t h Edi son?

A Yes.

Q Now, won't the approval of decomm ssioning
collections at a rate that would only be adequate if
a cost escalation rate significantly bel ow the rates
supported by the evidence were achi eved woul d
guar antee that deconmi ssioning will be underfunded?

A Are you asking ne if the conpany's proposa
woul d guarantee that the decomm ssioning trust fund
woul d be underfunded?

Q Vell, let me ask you this way:

Were you intending to suggest that when

you made this statenment?
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A I wouldn't call it a guarantee, per se, but
what |'m suggesting is this is an opportunity to
take -- or shed sone risks for ratepayers on behal f
of the ratepayers that they settle a liability
financially through the paynent of $121 mllion for
six years and have no additional risks, that
their -- that liability would be greater

Q So you didn't nean to suggest by this
statement that if the conpany's proposal is adopted
and that proposal assunes an unrealistic escal ation
rate, decomm ssioning will necessarily be
under f unded?

A VWhen you say unrealistic escalation rate
are you referring to the 4.11 percent?

Vel |, yes.

A I would agree that the 4.11 percent is
somewhat unrealistic in ternms of what the liability
will grow at over the next 20 or 25 years, but what
the conpany's proposal is, is that it will accept
the risks associated with that unrealistic inflation
estimate for the benefit of settling this issue

forever nore and pronoting conpetition through the
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moverent of these plants in the creation of a Genco.

Q I f the Conmi ssion adopts the proposal made
by Commonweal th Edi son and all the assunptions
contained in that proposal turn out to be correct,
wi Il decomnmi ssioning be fully funded?

A And by the Commi ssion accepting the
conmpany's proposal and all the assunptions co ntai ned
in that proposal, we're presumng that the 4.11
escal ation rate actually happens.

In that case, | believe, if all the
assunptions including that escal ati on as sunption
were to take place, | believe the trust would be
adequat el y funded.

Q Is it correct that under this proposal
Genco -- it is not anticipated that had Genco will
make any contributions to the nucl ear
deconmi ssioning trust fund in the initial years?

A I would say that the Genco recognizes that
it is taking substantial risks in the context of
thi s proceedi ng.

So | would not agree with the prem se

that it's not anticipated that it wouldn't be naking
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any contributions over the lives -- the remaining
lives of these plants.

Q Maybe you m sunderstood ny question. And
I"mnot going to nove to strike the answer, but ny
question was, am | correct in assumng that the
proposal contenplates that Common- -- that Genco
will not be required to make any contributions to
t he nucl ear deconmmi ssioning trust funds during the
initial years at |east through 20047

A Ch, I'msorry. | didn't understand the tine
period we were tal ki ng about.

It's uncertain whether Genco will mnake
any contributions between the creation of the Genco
and 2004, but the proposal as laid out by the
conmpany did not assune contributions by the Genco.

MR, ROBERTSON: I think I'mjust about done.

I don't want you to think that | forgot
by my question for M. MDonald, but -- about the
return, but we can take that up tonmorrow in the
confidential section

And | mi ght have sone questions based on

the slides that were presented and tal ked about
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earlier today, but if other parties touch on the
same issues, | won't ask those questions.

The other thing is, | would like to place
into the record the trust agreenents, the
net -tax-qualified and the nontax-qualified trust
agreenments that the conpany produced in discovery in
this case. | don't have copies today. And | guess
I'"d like to know for the record whether the conpany
woul d object to introduction of those as a
late-filed exhibit.

MR, ROGERS: Coul d you show themto us over the
evening or tonorrow norning and 1'll take a | ook and
see.

MR, ROBERTSON: I think I've got themin ny

bri ef case because you gave themto us in response

to --
MR, ROGERS: | think we did, too, but if you
could -- on the spot --
VR ROBERTSON That's fine. | didn't want to

wai ve the opportunity to try to --
JUDGE CASEY: You' || have that opportunity to

renew it in the norning.
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MR ROBERTSON Al right.
Thank you very much.

JUDGE CASEY: You' re wel cone.

JUDGE HI LLI ARD: Try to get three copies of the

trust agreenments for the court reporter.
JUDGE CASEY:  (xay.
Wio el se has cross?
M. Jolly?

MR JOLLY: Yeah. | have relatively brief

nonconfidential cross-exam nation. Just one subject

ar ea.
JUDGE CASEY: Ckay.
CRCSS - EXAM NATI ON
BY
MR JCLLY:
Q CGood afternoon, M. Berdelle. M name is
Ron Jolly. | represent the Gty of Chicago?
JUDGE HI LLI ARD: For the record, it's now the
eveni ng.
THE W TNESS: Cood evening, M. Jolly.
BY MR JOLLY:

Q Good eveni ng.
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Could you turn to Pages 12 through 13 of
your suppl enmental direct?

And on those pages, you respond to a
Heari ng Exam ner question stating that there is no
fixed start date regarding when the trusts and the
plans will be transferred; is that correct?

A As of today, that's right. W cannot fix a
start date. |It's all contingent upon the mnerger
consunmmating as well as a reasonabl e resol ution of
thi s proceedi ng.

Q Yeah, and you state that, and you al so state
that you're waiting for regul atory approval fromthe
SEC and NRC, is that correct?

A That's correct.

Q kay. And just -- as | read your testinony,
it seens that you expect that the last hurdl e that
you will have to junp will be this proceedi ng; that
is, to determ ne whether or not, in Edison's
opinion, there is sufficient funding for the
transfer to go forward; is that correct?

A That's correct, to actually create the Genco

and transfer the nuclear plants to the Genco.
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Q And the trust fund as well?
A And the trust funds, that's correct.
Q And do you have any estimate as to when this

proceedi ng m ght end?

A Do I?
Q Yes.
A I"ve heard that this proceeding could end as

early as | ate Novenber or early Decenber.

Q Ckay. Now, until the plants are transferred
and until -- well, until this proceeding cones to an
end and assuming it's a result that Edison is
satisfied with and Genco is satisfied with, there
will -- there will continue to be ongoi ng ratepayer
contributions to the trust fund; is that correct?

A That's correct. And that's built into our

pr oposal
Q Ckay. Well, what -- in your proposal
what -- when did you assunme that an order would be

issued in this case?
A W didn't assune when an order woul d be
i ssued, but we assuned that the Genco woul d be

created on January 1, 2001
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Q Okay. And so when you state at Page 6, Line
46 of your testinony, you state there that there's
approximately $2.5 billion in the trust fund as of
that date; is that correct?

A Well, there's approximately 2.5 billion in
the trust as of the end of "'99. As of the end of
2000, the assunption will be that that 2.5 woul d
grow by 7.36 percent after taxes and have an
additional 84 million deposited into the trust which
represents ratepayer collections during the year
2000.

Q kay. So the -- soit'd be 7.36 percent
times the 2.5 billion?

A Ri ght .

Q Wiich is --

A Pl us 84, roughly.

Q kay. And howis that -- howis that
incorporated into the proposal in this case?

A That's all built into the fundanenta
proposal that nakes up the cal cul ation that takes
LaCGuardia's 5.6 billion of decomm ssioning costs,

grows it to the future and would discount it to the
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present to determine the shortfall

that the conpany's proposing to collect from

rat epayers that bal ance the risks. And what the

and the shortfall

conmpany believes to be adequate funding is the 121

mllion for six years. The overall framework of the
pr oposal .

Q Ckay. So that is incorporated into your
concl usi on that Edison's proposal woul d save
ratepayers $1 billion?

A Yes.

MR JOLLY: Ckay. | have nothi ng further that
is not confidential.

JUDGE CASEY: I"msorry?

MR JOLLY: That is not confidential.

JUDGE CASEY: Wth respect to the confidential,
M. Jolly, how nuch time woul d you expect that you'd
be needing for that.

MR JOLLY: Approxi mately an hour.

JUDGE CASEY: Does that depend upon what
M. Townsend or M. Robertson have as well?

MR JOLLY: Yes.

JUDGE CASEY: So that time could be
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significantly shortened?

MR JOLLY:

Ye

s, | woul d expect that we woul d

replicate each other and cover some of the sanme

gr ound.
JUDCGE CASEY:

M5. DOSS:

Addi ti ona

Yes.

Cross - exam nati on?
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CRCSS - EXAM NATI ON
BY
MS. DOSS:

Q CGood evening, M. Berdelle. Leijuana Doss
on behal f of the People of Cook County.

A Cood eveni ng, Ms. Doss.

Q If you could return -- could you turn to
your rebuttal testinony.

Now, with respect to your revised
proposal on Page 2, Lines 31 through 38, you
indicate that the surplus, if there's any surplus,
then it will be used for nonradiol ogi cal
deconmi ssi oni ng, correct?

A I"'mnot on that line, no, but that is part
of the proposal which is not on that line.

Q Ckay. What are the incentives or guarantees
you nmentioned that ratepayers do have that Genco
will use | east-cost nethods to performradi ol ogi cal
deconmi ssi oni ng?

A Vll, | think the incentives really fall on
the Genco, not on ratepayers.

Q Right. And |I'm saying what incentives would
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Genco have?

A Right. | think the incentives that Genco
has is that the proposal, as outlined in this
proceeding, is creating a substantial |evel of risk
that there will be insufficient funds available for
deconmi ssioning. And so Genco will have trenmendous
incentive to use whatever funds it has to
efficiently, both radiologically and
nonr adi ol ogi cal |y, deconmission the sites within the
money that it has available to it.

Q Ckay. Now, assunme on Page -- well, for --
go to Page 16 through 17 of your rebuttal testinony.

A Yes.

Q Al right. | assune that there is enough
money for nonradi ol ogi cal decommi ssioning at all the
pl ants.

But, say, mster new devel oper cones to
Genco and says he wants to buy the property from
Genco. He wants themto only do not radiol ogical
deconmi ssioning and to secure the buildings, keep
the buil dings remai ning, but he wants to buy it only

with the non -- | nmean -- strike that, only with the
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radi ol ogi cal deconmi ssi oni ng done.

A So he wants to buy it with all the rubble on
the site.

Q Exactly, because he's a devel oper and he has
big dreans and he wants to do sonething with it.

Can CGenco sell the property to
M. Devel oper?

A If M. Devel oper requires that the property
be sold after only radi ol ogi cal decomm ssi oni ng
occurs, | think Genco could sell the property to
M. Developer with the rubble at the site, and then
the remaining dollars in the trust would be refunded
to ratepayers

Q Al right. Wen you say with the rubble,
I"msaying there's buildings still standing. There
is no rubble yet. There -- they just secured it for
t he NRC mi ni muns.

A No, the -- you m sunderstand nonradi ol ogi ca
deconmi ssioning, as it's been explained to ne by
experts is that there is a substantial anount of
rubble that i s created through the decomm ssi oni ng

process and this rubble is noncontam nated, but it's
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rubbl e nonet hel ess.

Q kay. That's fine. 1'll accept that
definition, but it does satisfy only the NRC
m ni muns. This doesn't go beyond what's required as
far as doing additional -- what you' re proposing
nonr adi ol ogi cal deconm ssi oni ng.

A And the question again is?

JUDGE CASEY: | don't think there's -- there's
not a question pendi ng.

MB. DOSS:  Right.

THE W TNESS: .
BY MS. DGOSS

Q So what I'msaying is if M. Devel oper says
that he only wants you to do what the NRC requires,
whi ch includes sone of the rubble that you're
sayi ng?

A That's not the NRC requirement, but okay.

Q Ckay. But say we stop at the rubble --

A Ckay.

Q -- okay? But there are buildings that are
| eft because they haven't been contam nated and they

fall wthin what ConEd has defi ned nonradi ol ogi ca

1068



10

11

12

13

14

15

16

17

18

19

20

21

22

deconmi ssi oni ng and proni se the ratepayers.
Coul d Genco sell that property as we've
done in the hypo -- according to the hypo?

A I think Genco can sell the property.
woul d poi nt out, though, that those facilities that
you referred to, those buildings are not a conponent
of the nonradiol ogi cal deconm ssi oni ng request that
is included in the LaGuardi a studies. Those have
been excluded fromthe studi es because those do not
need to be dismantled in the deconm ssioni ng
process.

Q So at the end, when you say that Genco wl|
do nonradi ol ogi cal deconmi ssioning, will that -- to
what extent will that be done?

A As defined in the LaCuardi a studies.

Q So there will be sone buil di ngs renaini ng?

A That's correct.

Q So ratepayers won't have every buil ding

knocked down or not to expect every building to be

knocked down and for the fill to be conpletely
cl eaned?
A | don't know what the ratepayers
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expectations are.

Q Well, is that ConEd's intent?

A The proposal, as outlined here, is that
nonr adi ol ogi cal deconm ssioning where it nakes sense
woul d be perforned, to the extent that the funds
exist in the trust.

If it doesn't make sense to knock down a
buildings if it's reusable, then, certainly, that
bui | di ng woul d not be dismantl ed.

Q Wuld -- is it Conkd's intent that Genco
woul d knock down the building as far as using those

funds, if there were excess funds?

A I think I answered that question
Q kay. | would -- 1 don't think you did
If -- say if there is a building that was

standi ng and there was excess funds that were given
to the -- excess funds still remaining and there's
like, two buildings |eft, okay?

A Hm- hmm

Q Under ConkEd's proposal, would those two
bui | di ngs be knocked down and then the remaining

funds be given to ratepayers or would those
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buil dings remain and then the nmoney's -- and woul d
give -- would be given to ratepayers?

A Are those buildings that are reusable --

Q We don't know.

A -- in your hypothetical ?

Q We're just saying that Genco has the noney.
They're responsible for --

A Vll, | would say, to the extent they're
reusable, it doesn't nmake sense to disnantle those
facilities, especially if M. Devel oper wants th ose
facilities intact, and then Genco would sell the
land with those facilities, inproved land in effect,
and it'd refund the nonies it hasn't used back to
r at epayers.

Q So --

A If on the other hand --

Q When woul d that refund occur?

Wuld it occur before they sell it,
before Genco sells it to M. Developer or would it
occur after they sell the buildings to (sic)
rat epayers? When woul d ratepayers see a refund?

A Vll, | would say once the liability
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associ ated with decomm ssioning of any site is fully
satisfied, and it's been satisfied in your
hypot heti cal by Genco perform ng radiol ogi ca
deconmi ssi oni ng and nonr adi ol ogi cal rubbl e di sposa
and then selling the site to a devel oper, then that
liability has been fully settled from Genco's
st andpoi nt .
And if there's any nonies remaining in

the trust at that point in time, then those woul d
revert back to ratepayers, ultimately.

Q Now, is that currently in the proposal that
ConEd is putting forth today?

A Wll, it is with respect to the last site.

| should nodify ny statenent that ConEd' s

proposal is that if a site were -- if the liability
were satisfied for a particular unit and there were
excess funds in the trust, those funds would first
be used to pay whatever taxes are associated with
the renoving those funds fromthe trust, and then
the remai ni ng funds woul d be deposited i n whatever
fund were deened to be underfunded at that point in

time -- whatever trusts were deened to be
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underfunded at that point it tinme.

Q Ckay. Could you turn to Page 7 and 8 of
your rebuttal testinony where you go into your
di scussion of |ow-level waste cost escal ation.

A Yes.

Q If you | ook at Lines 38 through 40, you
i ndicate that your use of new reg 1307, there's an
escal ation rate for waste burial cost of 22.44
percent ?

A As | testified in Docket 99-0115, correct.

Q Ckay. Now, you use -- you subtracted the
South Carolina tax, correct?

A As required by the Conm ssion fornula,
correct.

Q And that's how you arrived at 22.44 percent?

A That's correct.

Q Al right. But in Docket 99-0115, you
testified that that was an unreasonabl e escal ation
rate, correct?

A In the context of annual R der 31
proceedi ngs, that's correct.

Q So are you saying in this particul ar
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proceedi ng, too, 22.44 percent is reasonabl e now?

A Yes.

Q And why is that?

A Because in the '99 docket, under Ri der 31
that was an annual proceeding. And each year, in
that framework, to the extent that |ow-Ilevel waste
di sposal escal ation would continue at a 22.4 (sic)
percent rate, we -- the conpany woul d have the
opportunity to go back and seek an increase in

funding. But in the context of this proceeding

this is -- there's no opportunity to true up
anything that -- that would result in an underfunded
si tuati on.

So the conpany's proposal in this
proceedi ng i s suggestive that, Well, 121 mllion for
six years is what the conpany believes is a good
bal ance between the risks that Genco i s absorbing
and the benefits that ratepayers would be receive.

But if one were to focus solely on what
escal ation to use in a traditional Rider 31 type of
cal cul ation, the 22.44 percent is the nunber that

the -- the formula, the Comm ssion-approved fornula
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governing this is.

Q Ckay. But the 22.44 percent is not what's
used to derive at the $121 nillion a year, is it?

A That's correct.

Q Now, you also state on Page 8 that there's a
7.48 percent waste escal ati on which includes an
assunption of one third of the actual three-year
waste escalation; is that correct?

A VWll, it represents approxinmately one third
of the 22.44 percent.

Q And how did you determ ne to use one third?

A | divided 7.48 percent into 22.44. That's
how t hat one third was cal cul ated

Q You divided -- I'msorry. You divided 7.48
into 22 --

A The 7.48 was not a proposal that the conpany
made. Rather, the conmpany's proposal is based upon
the cost of service that the staff and the conpany
agreed to in the '99 proceedi ng.

That cost -- that's -- 121 --
approximately 121 mllion. But the presunption in

that proceeding is that the conpany woul d continue
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to collect that anmount of noney for the remaining
lives of these nuclear units.

Q kay. So --

A Now -- now, the conpany's proposal's been
nodi fied and to truncate that 121 mllion for six
years. And so to the inplicit overall escal ation
rate that the conpany calculated, not that it's
sponsoring, not that it believes that is the correct
escal ation rate, but the inplicit escalation rate
to -- that would result fromhaving the 121 mllion
for six years result in adequate funding of the
trust is 4.11 percent.

Then given the fact that there's |abor
and other costs included in that overall escalation
rate, we derived the 7.48 percent waste buria
escal ation rate. That's a derived nunber based upon
all the chain of events | just described.

Q Right. But the 4.11 percent is not pursuant
to Rider 31, correct?

A It's not pursuant to Rider 31, that's
correct.

Q Ckay. And so, basically, you've created
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7.48 percent, you've created 4.11 percent for this
pr oceedi ng?

A No -- yeah, the 121 mllion for six years,
in effect, inplicitly calculates to a 4.11 percent
overall escalation rate. So that shows the risk
that the conpany is taking in its proposal

And to further calculate what a 4.11
percent escalation rate -- overall escalation rate
calculates to for a conponent of that escal ation
rate, that being the waste di sposal conponent, that
calculation results in a 7.48 percent conponent for
the | ow-1evel waste burial costs.

Q Ckay. And that approximately was a third
that you just used, right?

A It's sinply one third of the 22.44 percent
rate that is calculated in the Conm ssion-approved
formul a.

Q That was calculated -- the one third was

cal cul ated in the Comm ssion-approved formula or you

used that --
A It represents one third.

Q O the commi ssion-approved fornmul a?
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A Correct.

Q Ckay. Now, when you subtract the

it cause --

South Carolina tax fromlow-I|evel waste burial, what
ef fect does that have on the escalation rate? Does

A VWi ch escal ation rate?

Q For | ow-1evel waste. Does cause the
escal ation rate to go up or down?

A The 22.44 escal ation rate?

Q No, just, generally, any escal ation rate.

A I don't know the answer to that.

Q Al right. Well, then in this proceedi ng
and in the '99 proceeding, if you subtract the
South Carolina tax, what effect would it have?
Wuld it cause the escalation rate for |ow-1evel
waste to go up or down?

A | don't recall.

Q kay. Now, 1'd like you to refer to your AG

No. 3 response.
Vel |
Exhibit --

JUDGE CASEY:

Do you have that?

mark this as Cook County Cross

24.
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(Wher eupon, Cross
Exhi bit No. 24 was
marked for identification
as of this date.)
BY MS. DGOSS
Q kay. Cook County Cross Exhibit 24.

Now, in this data request, you were asked
to provide all calculations used by ConEd to
determ ne the mini mum anounts required to
denonstrate feasible assurance for funds for
deconmi ssi oni ng pursuant to 10 CFR 50. 75, subsection
C, correct?

A Correct.

Q Now, could you turn to the second page of
that response?

A Sur e.

Q Now, here, you have an escal ation factor of
3.1228; is that correct?

A That's what it says.

Q And then could you turn to the third page?
You state that the anmount -- funds for the

operating -- strike that.
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Before | ask, did you respond to this
dat a request?

A The conpany certainly did. Someone who
wor ks for nme did.

(Whereupon, there was a
change of reporters.)

Q Ckay. Then on the third page of Cook County
Cross Exhibit 24, you indicate that the anount of
deconmi ssioning funds for operating reactors is
determ ned in accordance with 10 CFR 50. 75
Subsection B and Cwith an estimted increase in the
New Reg 1307 | ow-1evel waste burial component for
1999, correct?

A Correct.

Q Who estimated it?

A Probably the individual who worked for ne.

Q So this is not from New Reg 13077

A Not the '99 conponent, that's correct. They
don't have a '99 conponent. They have not rel eased
that version of New Reg 1307 as of yet.

Q I want you to refer to ConEd Cross Exhibits

18, which is 10 CFR 50. 75.
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A Ckay.

Q Now, the cal cul ations that are made on page
2 of Cook County Cross Exhibit 24 is based on 10 CFR
50. 75, which is Conkd's Cross
Exhi bit 18, correct?

A Yes.

Q Now, if you | ook on page 2 of t he County
Cross Exhibit 24 and al so | ook at ConEd Cross
Exhi bit 18, page 2.

A | amthere

Q kay. |Is the fornula that is on
page 2, Subsection 2, ConEd Cross Exhibit 18 the
same formula that you used in Cook County Cross
Exhibit 24 on the second page?

A | believe so.

Q Yes or no?

A Yes.

Q Now, if you look at ConkEd Cross Exhibit 18
page 2, it says, Subsection 2, that Bis an
escal ation factor for waste burial and is to be
taken from NRC Report New Reg 1307 and in quotation

mar ks, report on waste burial charges, end of
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quotation marks; is that correct?

A Correct.

Q kay. Does anywhere in this -- in that
section, does it say that it is an estimated
increase in New Reg 1307, which you refer to on page
3 of Cook County Cross Exhibit 24?

A No. Newreg 13 -- or 10 CFR 50. 75 does not
state estimated anywhere.

Q Ckay. Al right no further questions on
t hat .

Isn't it true that ConEd is still using
the | ow-1evel waste cost estinmate of
M. Vance for an Illinois facility in this
pr oceedi ng?

A In this proceeding?

Q Yes. O do you know?

A M. Vance did an estimate of |ow-|evel waste
di sposal cost back in 1996 that was used in the
cal cul ati on of deconmi ssioning costs that Tom
LaGuardi a used in his determ nation of
deconmi ssioning costs in 1996 doll ars.

What we are using in this proceeding,
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then, is those deconm ssioning costs in 1996 dollars
nmodi fied by a few things that occurred in '99 and
then escal ated to 2000 dol | ars.

Q Now, do you know what escalation rate M.
Vance used for his Illinois facility that is used by
M. LaQuardi a?

A M. Vance, | think, calculated the cost of
an Illinois facility in the year -- in current
dollars and then escalated it to the year 2002,
whi ch was the assunption back when he did his
estimate, and | believe he used a 5 percent
escal ation rate at that tine.

Q kay. Now, M. Townsend asked you a
question regarding if ConEd received sonething | ess
than $121 million, and you responded that if it is
less, that it will put the Genco nore at risk, that
you woul d not recomend that ConEd transfer the
stations, correct?

A That's correct.

Q Woul d your answer be the sanme if the $121
mllion is considered not to be justified by the

evi dence?
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A Justified by whon?
Q By the Conmi ssion
In other words, the $121 mllion
deconmi ssioning cost estimate is determ ned by the
Conmission that it is too high, that it is some
| ower amount, would you still recommend that Conkd
not transfer the stations?

A Yes.

Q And why is that?

A Because, | mean, the evidence is -- in this
proceeding relies on estimates of future events
occurring, and the risks associated with who is
taking on the liability associated with that
uncertainty. So I don't think the Conm ssion or
anyone el se could determne with certainty what
events will take place, so this is a business
decision basically in terns of what additiona
busi ness risks the Genco would take on and how t hose
risks could be mtigated

And one way to mitigate at |east a
portion of those risks is to add to the current

decommi ssioning trusts, roughly $720 mllion over
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the next six years.

Q So in your mnd, no matter what the
Commi ssion, the fact finder finds, it is the
appropriate anount of decomm ssioning, unless it is
$121 mllion, then it does not matter?

A VWll, | don't know what the conpany is going
to do. | only know what | would advise the conpany,
and we think the evidence is strong that the Genco
is taking additional risks. And when you begin to
whittle down the $720 mllion --

JUDGE CASEY: kay. M. Berdelle, I amgoing to
cut you off there. | think everyone knows your
position is if it was sonething |less than $121
mllion you woul d not recommend to the Genco that it
take the deal.

THE WTNESS: Right.

JUDGE CASEY: Next question.

BY MS. DGSS:

Q Ckay. Now, you are an accountant, correct?

A Yes, | am

Q So you cal cul ated the escalation rate

| ow-1 evel waste as an account ant ?
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A Yes.

Q And not as a | ow-level waste expert,
correct?

A That's correct.

Q So you have no articles regarding | ow-Ievel

wast e?
A | do not.
Q And have you ever worked with the Illinois

Low- Level Waste Task G oup?

A No.

JUDGE HI LLIARD: We don't think that this |Iine
of questioning is relevant, who he knows. He is an
accountant for the conpany, an officer of the
conmpany. That is it.

M. DOSS: | just wanted to know to what extent
he is purporting to cal culate the escal ation rate,
so | won't go any further.

JUDGE CASEY: M. Berdelle, you have done this
with an accounti ng background, not because of sone
| ow-1 evel waste expertise.

THE WTNESS: Yes.

JUDGE CASEY: kay. | think that is clear.
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M5. DOSS: Ckay. That is fi ne.
BY MS. DGSS:

Q And, M. Berdelle, do you ever look into
| ow-l evel waste for other states?
Have 1? No, | have not.

As far as escal at ion rates?

> O >

No, | have not.

Q So when you use the escalation rate, you are
sinmply using New Reg 1307, Revision 8, correct?

A Vll, | will have to stop you. Wi ch
escal ation rate are you tal king about?

Q Low-1 evel waste?

A No, | understand, but there is many
different escalation rates contained within ny
testinmony. |Is it the 22.44 percent |ow-I|evel waste
di sposal escalation rate or the 7.48 percent.

Q VWl |, you created so nany escal ation rates.

A Sorry. The 22.44 percent escalation r ate is
based upon New Reg 1307, Rev. 8, in accordance with
the Conmi ssion approved escal ation forrmula. The
7.48 percent escal ation rate was not.

Q And then in 99-0115, did you use New Reg
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1307, Revision 8, to calculate the escal ation rate?
A That was cal cul ated. However, the overall
escal ation rate assunmed a 10 percent |ow-I|evel waste

di sposal escal ation rate which was the Conm ssion
Staff's upper end of the collar that it proposed,
and the conpany agreed wit h that in the context of

Docket 99-0115 Rider 31 proceedi ng.

Q But you did use New Reg 13077?

A In determ ning the 22. 44 percent, correct.

M. DOSS: Al right. Okay. No further
questions, your Honor.

Your Honor, | would like to nove for Cook
County Cross Exhibit 2 into evidence.

JUDGE CASEY: County has noved to enter as an
Exhibit Cross No. 24, the response to AG s data
request. |Is there any objection?

MR, ROGERS: No objection.

JUDGE CASEY: Gkay. It will be admitted

(Wher eupon, Cross

Exhi bit No. 24 was

admtted into evidence.)
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CRCSS - EXAM NATI ON
BY
MR WARREN:

Q kay. Good evening, M. Berdelle

A H, M. Wirren.

Q W will try to be brief, acknow edgi ng the
hour here, and a number of our questions have been
asked.

I would like to refer you to Attachnment B
of the petition.

A VWi ch page?

Q Page 1.

A Ckay.

Q kay. Now, this is a table that is show ng
the cost of service figures including
non-radi ol ogi cal decomm ssi oning costs; is that
correct?

A Yes.

Q Now, according to this table, under Dresden
1, the total cost of service for Dresden 1 would be
$28,179,000; is that correct?

A That's correct.

1089



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Ckay. Now, that neans that Dresden 1 then
woul d be underfunded by that amount; is that
correct? |Is that what that table neans?

A Under funded by that anount, | don't think
that is what it is suggesting.

Q Could you tell me what that figure then
represents?

A VWhat that figure represents is the anmount
needed to be collected fromratepayers annually for
six years that would result in a fully funded
Dresden 1 trust coupled with the anmortization of
prior collections assumng all of the underlying
assunptions that is contained with the conpany's
proposal including the 4.11 percent escalation rate.

Q So assuming all that, that nunber then
represents what woul d be underfunded on a yearly
basis for the six years t hat would have to be
collected in order for it to be fully funded?

A Correct.

Q So then now if you | ook at Byron 1, for
exanple, it says zero. So would it be safe for ne

to assune that there would -- under all of the
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assunptions, the 4.11 percent and what have you that
you are making on this table, that there is no --
that it is fully funded, there is no collections
required for Byron 1?

A Again, if you were to assune all of the
assunptions --

Q Wll, that is what we are doing. This is
your attachment.

A Right. That's correct.

Q And the same would be for LaSalle 1, also
Brai dwood 1, it would be fully funded or there would
be no nore requirements for additions.

Now, assum ng again all of your
assunpti ons and everything nmade, could that also
mean that for LaSalle 1, Byron 1, and Brai dwood 1
that it could be overfunded. W just don't know
fromthis; is that correct?

There could be an excess at that point.
The zero does not represent that there is only
enough noney required for full funding. There could
be an excess?

A That is true on the hypothetical that we are
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usi ng.

Q Ckay. Could we go to page 2 of your direct
testinmony. Now, you have indicated earlier that
this approxi mtely $121 mllion you have -- in your
response | think it was to
M. Townsend, but there is no order in the '99 R der
31 docket that it is ordered this $121 nmillion

dollars; is that correct?

A That's correct.
Q I want to refer you nowto AG -- it is AG
data request No. 3, item?2l. It isatw -- it is a

one- page docunent.
What are we up to for cross exhibit
nunmber s?
JUDGE CASEY: This would be 25.
(Wher eupon, Cross
Exhibit No. 25 was
marked for identification
as of this date.)
BY MR WARREN:
Q Ckay, what has been nmarked as People's Cross

Exhibit 25, which is the response to Attorney
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Ceneral Data Request No. 3, in particular AG No. 21
of that request, are you famliar with this
response?

A Yes.

Q Ckay. Now, this indicates the anount of
money that the Conm ssion has authorized for
deconmi ssi oni ng and expense between the years of
1994 and the year 2000; is that correct?

A That's correct.

Q Ckay. Now, it shows that in Docket 94 -0065,
t he Comm ssion authorized approxi mately $118
mllion?

A Correct.

Q And then in "96, in Docket 96-0113, the
Commi ssi on aut horized approxi mately $108 mllion
dollars. And then in Dockets 97-0110 and 98- 0167,
for each of those years, the Conm ssion authorized
approximately $84 mllion; is that correct?

A That's correct. M recollection is there
was a '95 docket as well where the Conmi ssion
aut hori zed the sane anmount that it authorized in the

'94 docket, but that was not contained in the
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response.

Q But in that regard or in that respect, this
response i s inconplete, there should have been a ' 95
docket ?

A That is my recollection off the top of ny
head.

Q That is all right. But it would have
been --

A Sanme anount as the ' 94 docket.

Q The sanme anount as t he '94 docket. Ckay.

Whul dn't you agree, even including the

"95, starting out with $118 million in '94 and '95
that in your response these -- the dockets indicate
a downward trend from'94 --

A Yeah.

Q -- in what the Comm ssion has authorized?

A Right. That is true.

Q Ckay. Thank you?

A But this has not been the conpany's position
in each of these dockets.

Q That was ny next question and you

ant i ci pat ed.
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And those figures, those nunbers
represented | ess than what the company has asked for
in each of those instances, correct?

A Absol utely.

Q Coul d you turn to page 3 of your direct
testinmony, please. And in particular, particularly
I draw to your attention to lines 5 to 28 where you
say that under the Public Uili ties Act, ConEd's
custonmers are obligated to pay the full of amount of
this shortfall; is that correct?

A That's correct.

Q Coul d you pl ease show us where in the act
that it states that when nuclear plants are
transferred to an owner that is not a public utility
obligated to provide its power to Illinois customers

over the full operating |li fe of the plants, that

those custoners nust still pay all decomm ssi oni ng
costs?

MR ROGERS: | amgoing to object again to
questions on legal issues. | think these were

covered earlier.

MR WARREN: | understand he is not a |lawer. |
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amjust saying if he knows where this -- he has nade
this statenment as a non-lawer. | just want to know
if he knows as a non-lawer where that obligation

m ght be under the act.

JUDGE CASEY: | think M. Rogers is right.

But, M. Berdelle, if you know, say so.
If you don't, say so.

THE WTNESS: | will answer it to the best of ny
know edge, and the conpany's viewis that in Section
8-508 and the subparts that M. Robertson referred
to, the act allows the collection of amounts that
ConEd contracts with a third party for the
satisfaction of the decommi ssioning liability.

BY MR WARREN:

Q So as far as you know, Section 508.C.iii,
three little I's, is the authority to that Illinois
payers --

A There m ght be another authority, but that
is the authority I am aware of.

Q Let's go to page 6 of your direct testinony,
if we could, and line 31 to 37.

You nention final reconciliation.
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What ever the noney over this six-year period is,
assum ng that you get a six-year period for

col l ections or whatever the length of that mght be
and what ever ampunt, that there will be a final
reconciliation to, | guess, prove it up?

MR ROGERS: | did not see that on those |ines.
I mght be missingit.

JUDGE CASEY: | don't see the phrase or term
final reconciliation.

BY MR WARREN:

Q It was probably on the rebuttal testinony.
Anyway, you agree that you have testified that the
collections in -- of these funds over the six-year
period or whatever it is will be subject to a final
reconciliation?

MR, ROGERS: So do you think it was page 6 of the
rebuttal, were you saying? | just want to put it in
front of him It mght make it easier to confirm
what you are asking.

MR WARREN: |If we could have a mnute, your
Honor .

BY MR WARREN:

1097



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Ckay. Let's go to page 3 of Exhibit 2. |
know it was in various places throughout your
testinmony. | guess | wote it down wong.

On line 35 you refer -- you use the word
subject to reconciliation. That is after the
col l ections of 2006. You see where | amreferring?

A Yes.

Q I just would like, for the record, what do
you nmean by final reconciliation?

A | need to consult with the tariff that was
proposed in this case, if you would just bear with
me a mnute.

Ckay. The final reconciliation referred
to on page 3 of ny testinony referenced the initia
tariff that the conpany filed in this proceedi ng
that to the extent that it over collected the
$120.933 mllion or under-collected that anount over
that six-year period, there would be a final true up
of that over or undercollected anount.

Q So if it is undercollected, then there woul d
be an additional charge to Illinois ratepayers; is

that correct?
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A That is what | read in the initial tariff we
filed in this proceedi ng

Q And then can | assune that the converse is
true, if it is overcollected because, you know,
sal es of kilowatt hours have just gone through the
roof, that there will be sonme formof refund
Illinois customers? That it would not go to the
Genco, there would be a refund to all custoners?

A That's corr ect.

MR, ROGERS: Just for clarity, I mght nention
that M. Berdelle was referring to Exhibit Ato
ConEd's petition in this proceeding.

MR WARREN: To what ?

MR. ROGERS: To Exhibit Ato ConEd' s petition in
this proceeding. That is the tariff that he was
readi ng from
BY MR WARREN:

Q Ckay. Could we go back to Att achment B to

the petition again please, to page 4.

A Yes.
Q In paragraph 8, | guess it is the second to
| ast sentence of the paragraph. 1t says, ConEd will
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be conpensated for perform ng such collection
service. Do you see that?

A No. Refer to ne what sentence are you
| ooki ng at.

Q Par agraph 8 on page 4, down at the bottom
the second to |last sentence. Third line fromthe
bott om

A | seeit.

Q Ckay. How will ConEd be compensat ed?

A | don't believe there was any conpensation
to Conkd contenplated in this proposal.

Q No conpensati on?

A ( Shaki ng head.)

Q What does this nean?

A Well, | guess to the extent that ConEd
desired to be conpensated for as a collector of
these noneys, that the -- this would provide for it,
but that is not the conpany's proposal in this
pr oceedi ng.

Q You nean it is -- well, it is the conpany's
proposal in this proceedi ng because we are reading

fromyour attachnent to the petition.
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But are you saying that you don't intend
to ask Genco t o pay you any noney? 1Is that what you
are sayi ng?

A That -- ConkEd has the right to ask Genco to
pay noneys, but the -- at this point it is not
contenpl ated that ConEd wil | .

Q kay. It is true, isn't it, that the
deconmi ssioning fees that ConEd will collect,
assum ng the Commi ssion allows themto collect
anything for the six-year period, that is to be
transferred over to the Genco on a yearly basis?

A Correct.

Q Bef ore though -- and, of course, now those
fees are going to be collected nonthly,
approxi mately nonthly as somebody's electric bill
beconmes due because it is part of the kil owatt
usage. It is a fee that is associated with
the --

A It isatariff.

Q Correct. WIIl that noney be deposited in
any kind of interest bearing account?

A It will deposited in the trust which earn
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returns over time, as assuned in this proposal, 7.36
percent on an after tax basis.

Q W1l the ratepayers receive any refunds from
the interest that is paid on those -- you know, from
that interest bearing account?

A No. Those are the noneys that are included
in the trust that are factored into the overal
proposal here, and that is why the conpany believes
that it can limt its collections fromratepayers to
$121 million for six years because it has the
benefit of earning on those funds over a period of
time.

Q kay. The trust that you were referring to
that this noney that you collect goes into, that is
a ConkEd trust, | assune, right?

A No. That would be a Genco trust, so ConkEd
would remt the noneys to the Genco and Genco woul d

deposit those nmobneys in certain deconm ssi oni ng

trusts.
Q I guess | was not clear originally.
JUDGE CASEY: | amnot clear either. So then the

CGenco gets paid on a nmonthly basis, not an annual
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basi s?

MR WARREN: That is exactly what it was.
BY MR WARREN:

Q I thought you said that you were going to
transfer the noney to Genco on an annual basis, so
during that annual period where you are hol ding the
money, ConEd is holding it in their hands, so to
speak, before they put in Genco's hand once a year

My question was, while ConEd is hol ding
it, are they putting it in any kind of interest
beari ng account ?

A | amnot certain that it is the conpany's
proposal to contribute these noneys to Genco on an
annual basis. | would think that the conpany woul d
contri bute these noneys on a periodic basis.
don't know if that neans nonthly, but if it is not
mont hly, the question, | guess, is will the interest
that ConEd earns for those nmonth or two period of
time that it holds the nmoney, will it refund that
interest to ratepayers.

Q VWhat is going to happen to that noney? WII

it refund it to ratepayers?
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A I would think that to the extent that that
remttance occurs over a period | onger than a nonth,

you know, that would -- that cost of nobney or the

benefit associated with those funds woul d be used in

the determ nation of rates whenever rates are set.
Rates are set -- will be set beginning in the year
2005.

Q kay. So it will be used for the benefit of
rat epayers, as opposed to go over to the Genco?

A Yeah. To the extent that that interest
defrays the need for ConEd to do ot her financing,
then, yes, that would be factored into the overall
rate base at that tine.

Q | would like to now refer to you the
response to Attorney General's first set of data
requests, specifically AG No. 4. And for
identification purposes it will be marked as
Peopl e's Cross -- what nunber are we up to?

JUDGE CASEY: AG Cross No. 26.

BY MR WARREN:
Q Do you have that in front of you?

A | do.
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Q Are you famliar with this docunent?

A I think we went over this docunent with M.
Townsend or M. Robertson. | can't recall which
Q Ckay. Well, if it is already in evidence, |

did not recall anybody bringing this into evidence.

JUDGE HI LLI ARD: He discussed it with him but he
did not attenpt to enter it into evidence.

BY MR WARREN:

Q Ckay. Could you expl ain, please, what these
charts represent?

A. They represent the fornula and cal cul ati ons
used to generate the $120.933 mllion cost of
service or anount of noney that the conpany is
proposing in this proceedi ng.

Q Could we turn to the page that discusses the
Byron plants, and it is the second to the | ast one.

A Ckay.

Q You notice under the disbursenents col um
for Byron 1, looking at the figure that is there
for -- rate at the very bottomfor the year 20357

A Yes.

Q And that figure is $267 plus nillion; is
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that correct?

A That's correct.

Q And it shows a disbursenent. Do you know
what that disbursenent is, why that is such a | arge
di sbursenent there?

A Yeah. That represents the balance in the
trust funds if one were to assune the unrealistic
assunption that low level -- or overall escalation
of deconm ssioning grows at 4.11 percent.

And let me explain that. Because of the
use of the 4.11 percent -- well, let nme back up.

Because of the $120 mill ion proposal that
the conpany made in this proceeding, that inplicitly
calculates to a 4.11 percent escal ati on rate which
reflects the risks associated with the conpany's
proposal. By then using that escalation rate in
each one of these individual trusts, there were
three trusts,
Byron 1, Braidwood 1, and LaSalle 1 that had nore
than sufficient funds, assuming that unrealistic
escal ation rate. And so that |ast anmount woul d

represent distributions that would go back to
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ratepayers or be used in other trusts to fund
deconmi ssioning at those trusts.

Q And t hen, you know, regardless of your
characterization as unrealistic, if that escalation
rate was achi eved, then there would, in fact, be an
excess in the funds at least for the Byron and
whi chever other one in this grouping of documents
that it |ists?

A And all other assunptions were held actual.

Q Your assunptions in your petition.

MR WARREN: | have no further questions, your
Honor. At this point I would like to nove for
adm ssion of AG 25 and 26. Is that the nunbers?

JUDGE CASEY: That's correct. Any objection?
Ckay. Attorney Ceneral Cross Exhibits 25 and 26
will be admitted.

(Wher eupon, Cross
Exhi bit Nos. 25 and 26 were
admtted into evidence.)

JUDGE CASEY: Any other cross?

MR ROSENBLUM  Yes.
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CRCSS - EXAM NATI ON
BY
MR ROSENBLUM
Q CGood evening, M. Berdelle. M nane is Dan
Rosenbl um for the Environmental Law & Policy Center
A Good eveni ng, M. Rosenbl um
Q And | know it is late, | think I can be very
qui ck. Good news.
I want to turn to page 16 of Exhibit 8,

the paragraph 1 beginning on line 36. Are you

t here?
A Yes.
Q Ckay. | just want to wal k through this, and

I want to make sure | understand and want to clarify
the record.

A Ckay.

Q First of all, we don't know which Contd
plant will be decomm ssioned first, correct?

A Correct.

Q There is no way we could. Nor do we know
when the first plant will be decomm s si oned,

correct?
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A Correct.

Q The assunption in your paragraph 1 here is
that sone of the plants may well be underfunded at
the tine of deconmi ssioning; is that correct?

A That's correct.

Q Now, let's just assune now for the purposes
of this question that the first plant to be
decommi ssi oned i s underfunded.

A Ckay.

Q If there are not sufficient funds for
radi ol ogi cal deconm ssi oni ng, what happens then,
CGenco finds the noney?

A Genco woul d suppl erent the deconmm ssi oni ng,
that's correct.

Q Now, what happens if there is not sufficient
funding for the non-radiol ogi cal deconm ssi oni ng?
Wul d the site restorati on non-radiol ogi cal
deconmi ssi oni ng be done?

A It is inpossible for ne to answer that.
VWhat our proposal is, is that the Genco will commt
to do the non-radiol ogi cal deconmm ssioning to the

extent funds exist.
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But under your prem se, the funds don't
exist, and it is inpossible for me to sit here today
and say that it would or would not perform
non-radi ol ogi cal decommi ssioning. It would depend
on the facts and circunstances that exist at that
time.

Q So if by chance the first plant happens to
be one that is underfunded, you woul d have no
comm tnment that site restoration will be done for
that plant?

A There is no commitnent if there is
insufficient funds, that's correct.

Q And have you considered trying t o obligate
Genco by contract to do that?

A We have considered it and rejected it.

Q Wy was that rejected?

A Because of the -- you know, it is difficult
to obligate a firmfor a liability that is -- we
don't know at this point whether there will be
funding for that obligation, and so to the extent
that there is noney that is set aside for that

obligation, there will be a commtnment. But to the
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extent that there is not noney set aside to satisfy
that obligation, it is difficult to obligate Genco
to do sonething when it does not have the noney.

Q D d you consider any type of nmechanismto
try to borrow agai nst the excess funds in other
deconmi ssioning trusts?

A Well, that -- and we are tal king about the
first plant?

Q If you are doing the first and you know t hat
the second, third, and fourth have excess funds.
Have you consi dered the nechani smto borrow agai nst
t hose excess funds?

A | am not sure that CGenco coul d borrow
agai nst excess funds. | mean, the | aw prescribes
that those funds should be used solely for the
pur poses of decomm ssi oni ng those units.

However, if we did consider a proposal
such that Genco woul d pay for decomm ssioni ng and
then to the extent that other funds were -- had
excess funds, it could get reinbursed for that
paynent .

Q That is really what | was thinking of. 1Is
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that an approach that you woul d support?
A We woul d consider it, but it is not part of
our proposal here.
Q You are not willing to conmt to that?
A Not at this point.
MR, ROSENBLUM | have no nore questions. Thank
you.
MR REVETH S: | just have one or two questions.
Everything has really been covered for our concern
CRCSS - EXAM NATI ON
BY
MR REVETH S:
Q CGood evening, M. Berdelle
A M. Revethis, good eveni ng.
Q First of all, M. Townsend and
M. Robertson have adequately explored areas of
concern that the Staff has had, and I will not be
r edundant .
Al t hough, there was just one inquiry that
has been actually visited twice, and | just wanted
to be clear.

First of all, just by way of foundation
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at page 11 of your direct testinony, lines 13

t hrough 16, you state in the event that this
petition is granted and the nmerger and transfer of
assets to the Genco take place, that Conkd will
withdraw its petition filed in both the '99 and 2000
deconmi ssi oni ng cases, correct?

A The Rider 31 cases, that's correct.

Q And then | believe M. Townsend earlier
asked you if the transaction would still go through
if sonmething | ess than $120, 933, 000 per year for the
si x-year period, were sonething | ess than that was
rul ed upon by the Conmission. And | believe you
stated -- and, you know, I wll accept -- and
correct me if I amm scharacterizing your testinony,
that you certainly, you would not suggest that they
take |l ess than what you have put forward in your
testi nony, the $120, 933, 000, but you were not
certain what the conpany would do; is that correct?

A That's correct.

Q Ckay. Then what | want to ask you actually
is, if the Commission did, in fact, accept M.

Riley's, position, M. Riley's proposal in this
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proceeding verbatim as it i s as it stands out
there, the four years at the anmount that he states,
| understand that you will not recommend that? That
is your testimony, isn't it?

A Yes, it is.

Q kay. Let ne ask you, has your conpany
given you authority to state here in this proceedi ng
that they will not accept M. Riley's proposal
that, in fact, they will not go through with this
transaction if M. Riley's proposal is, in fact,
adopted in this proceeding?

A Yes. | have been given authority to reject
M. Riley's proposal

Q VWell, you are rejecting it, but you don't
know whet her the conpany ultimately would or not; is
that correct?

A No, | do know. The company w |l not accept
M. Riley's proposal

Q But do you know that the conpany woul d not
go through with the transaction if sonething between
what you are proposing and what M. Riley is

proposing is, in fact, ordered by this Comm ssion?
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A That is correct. | don't know the conpany's

position in that case.

MR, REVETH S: Ckay. Thank you, sir. 1 have

not hi ng further.

THE WTNESS: Thank you.

EXAM NATI

BY

N

JUDCE HI LLI ARD:

Q M. Berdelle,

testinmony, there is a

on page 13 of your rebuttal

guestion and answer that goes

fromline 23 to |ine 40.

A Yes.

Q Concerni ng thi

s part of M. Riley's

proposal, could you explain your answer there. |

don't understand it.

A Yes. M. Riley's position in the '99

proceedi ng was that the Comm ssion should not

provi de recovery of costs that were generated by the

DCE' s delay in picking up spent fuel. The DCE was

obligated by contract,

at least it is our position

the DCE he was obligated by contract to begin

pi cki ng up spent fuel

in 1998, and now t he DCE has
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publicly stated that period is delayed to at | east
2010.

M. Rley's position in the "99 case is
the Conmi ssion should not authorize recovery of any
costs due to the DCE del ay. And it was mainly
directed to the Zion station where the conpany was
proposing to recover certain costs related to
storing spent fuel in the spent fuel pool between
2000 and 2013 when the decommi ssioning of Zion
station began or will begin.

The conpany has perforned cal cul ati ons.
Because it is a large nuclear utility, it has
performed optimnization calculation that allowit to
build dry storage facilities at sonme of its ol der
pl ants, nanely Dresden and Quad Cities. And even
though sone of its newer plants such as LaSall e,
Byron, and Braidwood will run out of space in the
fuel pool, the optim zation analysis allows the
newer plants to use the cue space, the DCE cue space
for the older plants. Because of M. Rley's
position here, we reran the optim zation study and

re-cash flowed Zion station because M. R |ley asked

1116



10

11

12

13

14

15

16

17

18

19

20

21

22

us to assune that the DOE begins picking up fuel in
1998. So what that neant is that we accelerated the
deconmi ssi oni ng process of Zion, and so cash fl ows
actually woul d occur sooner than what our proposa
was, which actually, although it reduces the tota
cost of deconmi ssioning Zion station, on a present
val ue cost of service basis it actually increases
cost of service by about $900,000 a year.

Q In the absence of this sale that was being
contenplated in this docket here, would
the -- assuming that there is noney left over in
sone of these trust funds, would the refunds be made
on a site specific basis as each plant finished

bei ng decomm ssi oned?

A Vll, I think it is the conmpany's nodified
proposal --
Q No. [I'msaying in the absence of this dea

goi ng through, will that happen

A I"msorry. | believe so. To the extent
that the liability is ful ly satisfied, the
deconmi ssioning liability is fully satisfied and

there was noney left over, then those nmoneys woul d
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then be refunded to ratepayers at that tine.

Q And assuming that there were no extensions
on any of the plants, when is it likely that the
first -- and assuming there were noney in each one
of these funds when the deconmi ssioning were
conpl et ed, when woul d possibly the first refund be
made to ratepayers?

A Of the top of nmy head, | would say
sonewhere in the 2025 to 2030 tine frane.

Q And if all of the plants lIives were extended
for the maxi mum anount, the first refund woul d be an
addi ti onal 20 years?

A Yes.

Q Ckay.

A VWll, to the extent that they |lasted the
full 20 years, right.

Q | have a hypothetical here

If you assume that the nunber of
custonmers that ConEd is serving in 2005 and 2006
were the sanme as today and assum ng t hat
transm ssion constraints and the | ack of ConEd --

non- Conkd affiliated plants in the Conkd service
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area dictate that the nuclear plants nust run in

order for all retail load to be served. GCkay?
A Ckay.
Q If the above holds, will ConkEd and ot her

suppliers be forced to purchase power and energy
from Genco or do you know?

A | don't believe so. | believe that the
physi cal |ocation of the nuclear plants as well as
the physical location of the fossil plants, albeit
that they are sold to Edi son M ssion Energy, does
not require that ConEd purchase energy fromthe
Genco because the physical |ocation of these plants
tend to mtigate the transm ssion constraints that
you assuned in your hypotheti cal

Q kay. | amnot sure if this -- if you have
answered this already.

If no other suppliers can physically
|l ocate a plant in the area or physically deliver the
anount over the transm ssion grid, what prevents
Genco fromincreasing its prices?
A Coul d you repeat the question

Q If no other suppliers are physically able to
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|l ocate a plant in the area or to deliver the anount
needed over the transmission grid, is there any
reason why Genco would not, in effect, control the
mar ket ?

A I don't think Genco could control the
mar ket, and the FERC has determ ned that Genco would
not control the market. Because the energy resides
in northern Illinois, so Conkd could contract with a
third party outside of northern Illinois at a market
price. Genco could contract with soneone outside
the service territory at a market price, but because
the physical electrons reside in northern Illinois,
you know, the energy just flows to the source that
i s demandi ng that energy, which is likely northern
Illinois and the surrounding region. So | don't
think there would be a market power type of
situation that | think your question is getting at.

Q Ckay. Does ConEd need approval from FERC
for the PPA?

A | believe Conkd has received approval of the
PPA from t he FERC

Q As part of the application approval proces s,
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did ConEd receive authority to establish whol esal e
rates on a narket negotiated basis?

A As part of this transaction?

Q No. As a part of the FERC application

A I think ConEd al ready has market -based rate
authority fromthe FERC

Q kay. Does ConEd cur rently have market base
authority to serve whol esal e custoners such as
Bat avia, Naperville, St. Charles, Rock Falls,
Rochel | e?

A I know t hose municipalities have fixed
contracts, so if Conkd does have market -based
authority fromthe FERC, it is not using that right
now. But | don't know the answer to your question

Q Do you know i f FERC has market power
concerns regarding ConkEd' s service area?

A It has -- the FERC has revi ewed ConEd' s
application and revi ewed t he market power and
performed a market power analysis, and it has no
concerns about market power in ConEd's territory.

Q Has ConEd applied for a waiver of FERC s

inner ability of power sales pricing limtations and
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code of conduct rules, including the affiliate power
br okering rul es?

A | don't know.

Q How likely do you think it is that the rates
bet ween ConEd and Genco will be passed on to retai
cust oners?

A I think it is unlikely that rates between
Genco and ConEd woul d be passed on to retai
customers prior to the end of 2004. After 2004, to
the extent that ConEd negotiates a market price for
the nuclear energy with Genco, | would fully expect
that the Commi ssion woul d authorize the recovery of
those rates fromratepayers.

Q Is it your opinion that the plants that are
the subject of this docket nust run to serve the
retail load in the ConEd service area?

A | don't think these are nust -run plants. |
mean, economcally if they are available to run
they do not because of econom cs, but the rmust -run
definition that | amvaguely famliar with is nore
of areliability requirements. And these plants are

not must run froma reliability standpoint.
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Q And do you anticipate the situation to be
the sane in 2005 and 20067

A Yes.

Q Do you know if Amergen provides
deconmi ssi oni ng services?

A | don't believe they do.

Q Does the conpany -- does ConEd have any
plans to initiate a subsidiary for decomm ssion?

A No, the conpany has no plans to do that.

Q Is there anything in the agreenent submtted
to the Conmi ssion which would prevent Genco from
contracting away any surpluses in the
deconmi ssioning funds to a subsidiary it creates?

A Contracting away decomm ssioning funds you
sai d?

Q Assunme for the purposes of the question that
there are surpl uses in the decomm ssi oni ng or
potential surpluses in deconm ssioning funds, nore
than enough to performradi ol ogi cal and
non-radi ol ogi cal decommi ssi oni ng.

Is there anything in the docunentation

submitted to the Conmi ssion which woul d prevent
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CGenco fromcreating a subsidiary with whomit could
contract to performthese services at, say, above
mar ket rates and exhaust the noneys to prevent any
refund from ever taking place?

A No. But | think the Genco is governed under
the PUHCA, the FCC PUHCA rul es, and so PUHCA
requires that Genco only deal with an affiliate at
cost, which does not include a rate of return except
for direct i nterest costs.

Q PUHCA stands for what?

A The Pub Wility Holding Conpany Act of 1935.

Q VWhat is your own estimates of the
appropriate escalation rate that ought to be in
pl ace here?

A That ought to be in place?

Q Yeah

A Well, again, this is a proposal forevernore
I believe that the 7.81 percent is the nost
realistic escalation rate because it is based upon
hi storical escalation and | ow-1evel waste disposal
but it projects out over ten years the escalation in

| abor and other type costs.
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So given the nature of the proposal here,
that is the nost realistic escalation rate that one
coul d assune.

Q In response to one of M. Robertson's
questions, you indicated that -- sonething to the
effect, at least | understand it to be this, that if
the nunbers in your proposal worked out, that there
woul d not be a shortfall in the decomm ssi oning
funds; is that correct?

A I"msorry. | amnot sure | recall that
diatribe with M. Robertson.

Q Is it your testinmony that if the nunbers and
the proposal nmade to the Commission in this
proceedi ng are accurate, there will be no shortfall?

A That's correct. But it is also ny testinony

that it is unlikely that the assunptions contai ned

in this proceeding will turn out to be true. 1In
other words, it is our -- it is the conmpany's
position that there will likely be a shortfall in
the trust.

Q In the proposal there is | anguage to the

effect that this proceeding, if it were accepted by
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the Conmi ssion, would save ratepayers
$1 billion. |Is that nom nal dollars or today's
dol I ar?

A That woul d be in nominal dollars, what
customers woul d pay.

Q So if the nunmbers in your proposal are

accurate or if things work out according to the

proposal, where does that noney come fron? How does

it exist?
A Vell, if there was a $1 billion shortfal

Genco woul d periodically, as its filing with the

NRC, its annual calculation in accordance with 10

CFR 50. 75, Genco would need to periodically

suppl ement the deposits into the trusts to make up

for whatever any shortfall exists at that time.

JUDGE CASEY: That may be the case, but where is
the billion dollars? If in the petition or the
original pleadings there was going to be a billion
dol lars savings, and M. Hilliard s hypotheti cal
let's say everything cones to fruition, the 4.11 is
used, you get the $121 nillion a year

If that is going to be enough to fund the
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trust fully, where is the billion dollars of savings
to the ratepayer?

THE WTNESS: Well, in that scenario, then, the
billion dollar savings -- well, | guess you are
asking the question as it relates to what Genco
woul d be funding, is how | understood the question

JUDGE CASEY: Right.

THE WTNESS: And Genco -- assumng the
hypot hetical that all of those assunptions were --
turned out to be actually true, then Genco woul d not
have to supplenent the trust and would not need to
pay that billion dollars.

But the situation here is, we don't know,
you know, whether those assunptions are going to be
held true or not, and the wei ght of the evidence
woul d suggest, froma non-attorney again, that there
is substantial risk that that billion dollars is a
real number and Genco will have to make those
contributions to the trust.

BY JUDGE HI LLI ARD:
Q Wth regard to the purchase of power from

CGenco in 2005 and 2006 --
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A Yes.

Q -- if there are other energy providers
capabl e of servicing ConEd' s custoners' needs -- |
thi nk you have indicated that there are such
entities?

A Yes.

Q How does it advantage ConEd's customners for
ConEd to enter into a power purchase agreenment with
Genco in 2005 and 2006 which will require themto
pay the additional $121 mllion?

A Because ContEd woul d be contracting for the
nucl ear power out of this Genco. Nuclear power is
energy that is cheaper to produce than, you know,
gas or oil or coal -fired energy and |ikely woul d
command a nore favorabl e nmarket price than
coal -fired energy or gas or oil -fired energy. So
the PPA, as structured, was structured to be
favorable to ConEd customers to give themthe right
to the nore inexpensive nucl ear energy that Genco
woul d have and only by the energy that Genco
pr oduces.

In other words, if there is a plant that
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is down for a period of tine, ConkEd would not be
obligated to pay for the costs associated with
bringing the plant back on line. Rather, it would
only have to pay the cost of energy it purchases.

Q Isn't it only advantageous to ConEd' s
customers to -- for Conkd to neet its power
requirements from Genco if the spread between the
mar ket and the price you can get from Genco is $121
mllion a year?

A | mean, not necessaril y. | don't know what
the market price of energy is going to be in those
years.

I mean, if -- the capacity of the nuclear
plants is 9,400 negawatts. This sumer ComEd's
cust omers demanded 20, 200 negawatts, so it is very
likely that even if ConEd | oses a substantial anmount
of its loads, it would still continue to need 9, 400
megawatts of ar ound-the-cl ock energy. So ConEd
ratepayers are put in a favorable position as a
result of this contract.

Now, if ConEd was able to -- if Contd

lost all its custonmers. Ckay? And did not need
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that 9,400 negawatts of capacity, | don't see the
need to renew that contract, and it would unl ikely
be a favorable contract for ConEd and the Conm ssion
woul d then determ ne in whatever rate proceedi ng
that existed at that point in time that ConEd was
unreasonable in opting for the remaining two years
of that contract.

So it is hard for me to say today
whet her, you know, it will be reasonable to purchase
all of that energy. As | sit here today, | think it
will be, and it has been the conpany's position that
we fully expect to enter into an agreement for those
| ast two years because we don't think we will |oss
100 percent of our custoners.

Q Do you agree or not agree that unless the
spread is $121 mllion that the conpany ought to buy
the power sonewhere el se?

A I think the conpany shoul d buy the power
fromthe Genco if it is at a market price. Ckay?
And that market price fromthe Genco for that
nucl ear energy likely will be I ess than other prices

because it is nuclear energy and it is around the
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cl ock.

Whet her it -- you know, the spread has to
be $120 million, | can't say. | don't know.
EXAM NATI ON
BY
JUDGE CASEY
Q I just have a few questions, M. Berdel |e.

M. Rosenbl um had asked you regarding --
had a hypot hetical where there was a shortfall in
the very first plant to be deconm ssioned, and | was
not clear -- | did not have a cl ear understandi ng of
the answer with respect to the Genco naking or
contributing to take those deconm ssi oni ng expenses.

Under the current proposal, does Genco
get paid back fromother trusts, or is that just an
expense that they have to eat?

A The -- that was not a part of the current
proposal, but that is something the conpany has and
woul d consi der

Q That they would eat it or that they would
seek reinbursement froma different trust?

A They woul d go ahead and expend those noneys
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even though it would be out of the Genco pockets if
it could get reinbursed for those expenses out of a
trust that may be overfunded in the future.

Q Ckay. The other area was regarding the
mont hl y paynents nade by ratepayers to ConEd, and
was not clear as to the state of the proposal

Are those nonthly paynments turned over to
the trust imediately, or are they held by Conkd and
then paid out at sone tinme |onger than the nonthly
paynment ? Do you know?

A You know, | don't know if we have gotten
that specific in our proposal. W may have. | just
don't know, but --

Q You don't. That is fine

A | don't know.

Q The last thing is, it is not necessarily
anything to do with decomm ssioning, but there was
some -- one of the benefits that this proposal woul d
bring to the Genco was that they woul d have sone
flexibility in the type of investnments that the
trust could enter into. And one of those areas, you

i ndi cated before, was the international narket?
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A Ri ght .

Q And you had nade statenments basically on the
diversification into that international market could
decrease risk and yet increase the rate of return?

A Ri ght .

Q You were then asked whether or not if this
petition can go forward or was rejected, whether or
not ConEd woul d seek the ability to have trust funds
invest in the international market, and you
i ndi cated no.

Is that what the company's position is,
that they don't intend to --

A Well, and | appreciate you follow ng up on
that question because | did want to el aborate on the
answer .

The decommi ssi oning investnment, as viewed
by the company, is somewhat asymetric in its risk
profile. If the conpany is deenmed to be inprudent
inits investment of nucl ear decomm ssioning trusts,
the Commission has within its authority to declare
that investnent to be unreasonable and order sone

refunds in sonme fashion. That has never happened,
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but that eventuality or that scenario exists. It
coul d happen.

And so the conpany has been somewhat on
the conservative side in its investnment, not overly
conservative, but, actually, ConkEd has been nore
aggressive than nost utilities in howit invests its
money and has done very well over the bull market of
the 1990s. But would ConEd in and of itself, if
this petition did not go forward, get nore
aggressive in its investnments and trust funds, that
is very unlikely because of the asymmetric risk
associated with regul ati on.

JUDGE CASEY: | don't have anything further. M.
Rogers, do you have any redirect? And do you need
sone tine?

MR ROGERS: Well, | think we have sone
confidential recross for tonorrow

JUDGE CASEY: Yes. But instead of carrying over
all of the redirect until tonorrow, we are here. W
are going to do it tonight.

MR ROGERS: Well, | might just very briefly.

JUDGE CASEY: Would you like sone tinme?
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MR ROGERS: No. That is all right.
REDI RECT EXAM NATI ON
BY
MR ROGERS

Q There were sone questions that
M. Townsend asked you, M. Berdelle, about what
agreenments woul d contain the undertakings that were
part of the conpany's new proposal, and you referred
to entering into an agreenent with the Genco.

And ny question was on -- in your
rebuttal testinony on page 16, there is a reference
at lines 32 to sone provisions that would be
included in trust agreenents.

Is that how t he conpany woul d propose to
i mpl enent t hese?

A That's correct. The conmpany would, in
response to M. Townsend's question, the company
woul d, in effect, bind the Commi ssion to perform
deconmi ssi oni ng, both radi ol ogi cal and
non-radi ol ogical, to the extent funds exist, through
the trust agreenents that will be created if this

petition is approved.
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Q Al right. | think also in response to M.
Townsend' s questions at one point there had been
some reference to the difference in funding | evels
required by the 1 CC as opposed to those required by
the NRC, and | think you said at some tine sonething
to the effect that the ICC requires nore than the
NRC.

Wul d you el aborate on that disparity in

requi rement s?

A Yeah. The |1 CC does not necessarily require
more. | sonewhat nisspoke in response to that
questi on.

The |1 CC has approved certain | evels of
fundi ng that the conpany has proposed based upon
site specific cost estimates prepared by TLG and
even prior consultants prior to '96. In sone cases,
the 1 CC has approved funding greater than the NRC
m nimum and in other cases it has approved cases
less than the NRC minimum so it is not -- the ICC
approves the conpany's proposal and makes
adjustnents to that proposal accordingly.

Q There was sone reference to Attachrment B to
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the petition and your testinony which showed some
zeroes by Byron, Braidwod, and LaSalle, and there
was sone reference to your assunptions and whet her
you accepted those assunptions, then did that nean
that those trusts did not require nore noney.

Were those questions all referring tothe
assunption that the cost escalation rate overal
woul d be 4.11 percent?

A Those nunbers assuned that the 4.11 percent
escal ation rate would conme true, but ny response is
that a much higher escalation rate is the nore
appropriate rate. And in that case, Byron, LaSalle,
and Brai dwood woul d not have overfunded trusts at
the end of the deconm ssi oning process but woul d
have |ikely underfunded trusts if that higher
escal ation rate cane about.

Q Al right. And there was also, in response
to the Hearing Exam ner's questions, sone reference
to the $1 billion savings and where it is under
various assunptions, and | think that you answered
that if you assunmed a 4.11 percent overal

escal ation rate and no adverse circunstances of the
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type described in M. Speck's testinony and

el sewhere in ConEd' s testinony that occurred, that

under those circunstances, there would not be a need

for an additional $1 billion of contributions; is
that right?

A That's right.

Q But the $1 billion of additiona
contributions that would be required, in your
testinmony you indicated was as conpared wi th the
contributions that would not be required under the
assunptions used in the 1999 proceeding; is that
right?

A That's correct.

Q And what overall cost escalation rate was
assuned in 1999 proceeding?

A The overall escalation rate in the '99
proceedi ng was 4.738 percent.

Q Al right. And you have indicated that in
the context of having the ability to return each
year to the Comm ssion if that turns out to be
w ong, the conpany was willing to accept that 4.73

rate; is that right?
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A That's correct.
Q If the cost escalation turned out instead to
be the anount supported by the Comm ssion's fornula

whi ch you said was 7.81, would the shortfall that

Genco woul d have to fund be $1 billion?
A No. It would be substantially greater than
$1 billion.

MR ROGERS: kay. No nore redirect.

JUDGE HI LLI ARD:  Just one thing. Back to ny
question about being the a subsidiary for the
decommi ssi on.

Wul d Anergen at sone point, if it was a
subsidiary that was in the deconm ssi oni ng busi ness,
woul d PUHCA rul es or anything el se prevent Genco

fromdealing with them

A Yes, because they woul d be viewed, Amergen
woul d be viewed as an affili ate under the PUHCA
rul es.
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(Change of reporters.)

JUDGE CASEY: Is there any other recross based on

those -- M. Robertson.

MR ROBERTSON: I'Il try this just one question.

Can you hear ne all ri ght, M. Berdelle?
THE WTNESS: Yes, | can.
RECROSS - EXAM NATI ON
BY
MR, ROBERTSON:
Q At Page 16, Exhibit 8, your rebuttal
testinmony, you referenced in your redirect the
answer at line -- begins at Line 32?

A Yes.

Q Am | correct the NRC is the body that has

jurisdiction over that trust?

A | believe the trustee has jurisdiction over

t hose trusts.
Q Those trusts --

A The NRC has jurisdiction that

decomm ssioning is performed in a safe manner and

there's sufficient nmonies avail able for safe

deconmi ssi oni ng of the plants.
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Q Do you know whet her or not the trust
agreenments have to be submitted to the NRC for
approval ?

A I think that they do.

Q And they don't have to be submitted to this
Conmi ssion for approval; is that correct?

A Under ConEd' s proposal ?

Q Yes.

A That's correct.

JUDGE CASEY: M . Townsend

RECROSS - EXAM NATI ON
BY
MR TOANSEND:

Q Sticking along the same |ines of cross --
recross-exam nation, you did not present a draft of
the trust agreenent to this Comm ssion, did you?

A No. One does not exist yet.

Q So you didn't present any |anguage to amend
the trust agreenent, did you?

A Not as of yet, no. W're working on it,

t hough.

Q WI| ratepayers be a party to the trust?
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A I think ratepayers, if this agreenment, if
this petition were approved by the Conm ssion as
proposed, | think ratepayers could be a beneficiary
of the trust for the overfunded -- if the last unit
was overfunded at the conpletion of deconm ssioning.

Q Do you know if ratepayers woul d have any
rights underneath the trust?

A Again, you're using the termrights and I
just don't know the answer to that.

Q Do you know if the Illinois Conmerce
Conmi ssion would be a party to the trust?

A | don't know

Q Have you included ratepayers in any
negoti ations with regards to the trust agreenents?

A VWi ch rat epayers?

Q Edi son' s ratepayers

Have you included any Edi son ratepayers
in negotiations regarding the | anguage that will be
used in the trust agreenent?

A Many of the enpl oyees who created the trust
agreenent are ratepayers so to that extent the

answer is yes.
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But beyond enpl oyees of the conpany, |

woul d say no.

Q So there's no ratepayer group that's been
i ncluded in any kind of negotiations?

A O the trust agreement? No.

Q You would anticipate that the individual
rat epayers who are involved in drafting those trust
agreenments woul d be I ooking out for the interests of
Edi son above and beyond their own individual

interests; isn't that true?

A You woul d think so.
Q | would. Wuld you?
A Yes.

MR, TOANSEND: No further questions.
M5. DOSS: | have one question.

RECRCSS - EXAM NATI ON

BY
MB. DOSS:
Q In what years did the Conmi ssion approve

deconmi ssioni ng cost estimates | ess than the NRC
m ni nun®

A The NRC m ni mum cal cul ati on has fl uctuated
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based upon a fornula, and the NRC has | ooked at
modi fying its fornul a.

And | can't tell you what years it -- the
Conmi ssi on has approved collections | ess than the
formula, but it did exist during sonme years. It
currently does not exist though

M5. DOSS: But you can't tell what -- you can't
tell today -- well, your Honor, I'd ask for himto
submt that information on a data request for what
years that the Comm ssion actually approved an
amount | ess than the NRC m ni mum

JUDGE CASEY: I'mtrying to recall in
M. Rogers' redirect whether or not there was any
di scussion of NRC --

M5. DOSS: He specifically asked hi mregarding
whet her the Conmi ssion standards were nore than NRC
or less than.

And M. Berdelle clarified that and
just want a data request on the record, and not that
it will be submtted as an exhibit, but to find out
what years the Conmm ssion actually approved

deconmi ssi oni ng cost collections | ess than the NRC
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m ni mum

JUDGE HI LLI ARD: Wasn't that information
contained in one of the exhibits?

MR ROGERS: This is -- 1 take it this is
historical information. |1'mnot sure | haven't seen
it, but the question was about the I CC requiring
more and the answer had to do with the 1CC all ows
whatever it allows. |It's frequently nuch |ess than
t he conpany seeks.

That was the gi st of the response that I
heard. It was the reason for the question --

M. DOSS: M. Berdelle specifically said that
the Conmmi ssion has approved | ess than the NRC
m ni muns in some years.

JUDGE HI LLIARD: | seemto recall that one of the
data requests was -- he was questioned about one of
those and there was a colum that had the anount
approved and it had the NRC m ni muns and soneti nes
one was greater, sonetines one was | ess

Is that responsive to your question or
not ?

M. DOSS: If he has already subm tted a data
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request, then if he can refer to that one, that's

fine.
MR ROGERS: | just don't want t o commt to do
something that I'mnot sure we can, but we'll | ook.

JUDGE CASEY: Let's hold on one second.
Of the record.
(Wher eupon, a discussion was
had of f the record.)
JUDGE CASEY: Back on the record.
Wiile off the record, discussion was had
as to starting time for tonorrow
The hearing will be continued to tonorrow
morning at 9:30 a.m
There was al so a discussion had as to
witness list and the order in which they would
testify tonorrow. This matter is continued until
t onmor r ow nor ni ng.
(Wher eupon, further proceedings in
the above-entitled nmatter were
conti nued to August 29, 2000, at

9:30 a.m)
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